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ADAM SMITH ON PUBLIC DEBTS 


In olden times there lived a man whose body had the 
peculiar quality, however much it was cut to pieces, of coming 
together again as strong as ever. All the paladins of the time 
made trial of this unconquerable wonder. and all in vain. One 
of them cut off the head and hurled it into the middle of a river ; 
another divided the trunk longways, another sideways, and others 
other ways; they cut off limbs and dug out organs at their 
pleasure—but still the bits ran together again like drops of quick- 
silver, and the man was unconquerable. Of such quality is the 
author of the Wealth of Nations. For nearly a century and a half 


he has been cut to pieces, and still the pieces have come together 
again, and the old Adam is as strong as ever. 

To carry the fable further would be tedious. The moral will 
be obvious to any who will read in extenso the chapter on “ Public 
Debts ”—the last in the Wealth of Natvons and the fitting crown 
of the whole work. 


I. HistoricAL DEVELOPMENT OF PuBLIC DEBTS. 


The chapter begins as usual with a vigorous sketch of the 
historical development. As usual, also, the history makes the 
past live in the present. “The parsimony which leads to accumu- 
lation [1.e., of treasure in war chests] has become almost as rare 
in republican as in monarchical governments. The Italian repub- 
lics, the United Provinces of the Netherlands are all in debt. The 
canton of Berne is the single republic in Europe which has 
amassed any considerable treasure. The other Swiss republics 
have not.” 

In time of war—even in the pre-Adamite world—it was neces- 
sary to resort to debt. “The want of parsimony in time of peace 
imposes the necessity of contracting debt in time of war... . 
In war an establishment of three or four times the ordinary 
expense becomes necessary for the defence of the State; and 
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consequently a revenue three or four times greater than the peace 
revenue.” 

Such an increase of revenue is in general impossible, and, even 
if possible, is not possible in the time available. ‘The moment 
the war begins, or, rather, the moment in which it appears likely 
to begin, the army must be augmented, the fleet must be fitted 
out, the garrisoned towns must be put in a posture of defence ; 
that army, that fleet, those garrisoned towns must be furnished 
with arms, ammunition and provisions. An immediate and great 
expense must be incurred, in that moment of immediate danger, 
which will not wait for the gradual and slow return of the new 
taxes. In this exigency the Government can have no other 
resource but in borrowing.” 

In the light of this passage, it is strange to find Adam Smith 
cited by Professor W. R. Scott as a supporter of the “all-tax ” 
method, with the further implication that the tax revenue ought 
to be augmented three- or four-fold.! 

The next step in the argument is to show that the necessity 
of borrowing brings with it, t.e., in a commercial state of society, 
the facility of doing so. ‘A country abounding with merchants 
and manufacturers necessarily abounds with a set of people who 
have it at all times in their power to advance, if they choose to 
do so, a very large sum to Government. Hence the ability in the 
subjects of a commercial State to lend.” 

“Commerce and manufactures, however, can seldom flourish 
long in any State which does not enjoy a regular administration 
of justice; in which the people do not feel themselves secure in 
the possession of their property. . . . Commerce and manufac- 
tures, in short, can seldom flourish in any State in which there 
is not a certain degree of confidence in the justice of the Govern- 
ment.” This confidence necessary for commerce under ordinary 
conditions makes the merchants trust the Government on extra- 
ordinary occasions. They are willing to lend for defence. Also, 
they find the lending profitable. By lending to the State they 
increase rather than diminish their own credit. Their Govern- 
ment securities are transferable often at a premium. ‘This readi- 
ness to borrow and willingness to lend make the accumulation 
of treasure hard and that of debt easy. Then follows a sentence 
by way of introduction to the further historical development 
which has often been quoted as if it were the prophetic conclusion. 
“The progress of the enormous debts which at present oppress, 
and will in the long run probably ruin, Europe—has been pretty 
uniform.” The last clause has been left out, and ridicule has 


' Of. Economic Problems of Peace after War. Second Series, p. 54. 
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been thrown on the prophecy because the great Napoleonic War 
debt did not ruin England. 

Although the sentence is an introductory obiter dictum, it 
seems as if in our time the length of run has been sufficient to 
bring the prophecy very near fulfilment. Economic ruin admits 
of varied interpretations, but most of them apply at present to 
the greater part of Kurope,-and most of the ruin is to be ascribed 
to the piling up of debt. But for the debt the nations could not 
have carried on so long in war. It is the burden of the debt that 
makes it so difficult to carry on in peace. 

The “pretty uniform” progress of the debts of Europe has 
been marked by two methods. “Nations, like private men, have 
generally begun to borrow upon what may be called personal 
credit, without assigning or mortgaging any particular fund for 
the payment of the debt ; and when this resource has failed them, 
they have gone on to borrow upon assignments or mortgages of 
particular funds.” When the mortgaging method is resorted to 
it may be in one of two ways. Sometimes the assignment of the 
mortgaged revenue is for a short time—a year or a few years; 
sometimes for perpetuity. In the first case, the fund was sup- 
posed to pay within a limited time both principal and interest. 
In the second case, the fund was sufficient only to pay the interest 
—or a perpetual annuity equivalent to the interest—the Govern- 
ment being at liberty to redeem the annuity at any time by 
paying back the principal. When money was raised in the first 
way it was said to be raised by “the method of anticipation ” ; 
when in the other by “perpetual funding or, more shortly, 
funding.” 

There follows a very graphic history of the progress in 
England of the method of anticipation—written in the grand 
realistic antiquarian manner, with just the odour of irony in 
quoting the official accounts down to 3d., $d. and 3d. 

The particular mortgages were succeeded by the first general 
mortgage of several different taxes. The first general mortgage 
was succeeded by the second, and so on up to the sixth. “The 
sum borrowed on the sixth was £1,296,552 9s. 113d.” More and 
more taxes were rendered perpetual, and accumulated into 
another common fund, called the general fund, for the payment 
of certain annuities, the whole sum, about three-quarters of a 
million, being quoted down to 103d. 

“In consequence of these Acts, the greater part of the taxes, 
which before had been anticipated only for a short term of years, 
were rendered perpetual as a fund for paying not the capital, but 
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the interest only, of the money which had been borrowed upon 
them by different anticipations.” 

Had the method of anticipation been followed strictly, the 
debts borrowed to meet extraordinary expenses would have been 
extinguished in short periods and the corresponding revenues 
liberated—if only the Governments had paid attention to not over- 
loading and not anticipating new debt before the old was repaid. 
“But the greater part of European nations have been incapable 
of those attentions.” They have overloaded even on the first 
anticipation and have anticipated a second and a third time before 
the expiration of first anticipation. 

The fund derived from the anticipation of taxation became 
in time no more than sufficient to pay the interest, leaving 
nothing for the extinction of the principal. ‘Such improvident 
anticipations necessarily gave birth to the ruinous system of 
perpetual funding.” 

When people have once become accustomed to this ruinous 
practice, it has been universally preferred to the simple and safe 
method of definite anticipation. “To relieve the present exigency 
is always the object which principally interests those immediately 
concerned in the administration of public affairs. The future 
liberation of the revenue they leave to posterity.” 

The outstanding merit of this application of the historical 
method is that it shows the intimate connection of public debt 
and taxation. Every increase of public debt means, some time 
or other, an increase of taxation or a lessening of the revenue 
available for other services. 


II. Sinkinac FunpDs. 


Next follows the examination of the sinking-fund policy. 
Again the historical method is applied. 

A sinking fund has two origins. On the return of peace the 
continuance of the war taxes, or of some of them, will yield a 
surplus revenue after meeting the ordinary expenses of the State. 
It may be observed in passing that Adam Smith, although show- 
ing that debt is always preferred to taxation, is not an “all-debt * 
man. He knew very well historically that war also increases 
taxes. Anticipation of old taxes is not enough. New taxes must 
be put on and also anticipated. There will always be some pre- 
tence, even after the ruinous system is in full swing, of making 
the tax system pay at least the interest. 

If, then, the new taxes (with the old) yield a surplus of 
revenue, “it may perhaps be converted into a sinking fund for 
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paying off the debt.” Perhaps. But even if there is a surplus, 
it will probably be altogether inadequate for paying off the debt 
“within any period during which it is likely that peace may 
continue.” Adam Smith had not anticipated the discovery by 
Mr. Wilson that war could be abolished by a League of Nations. 

The other real source of a sinking fund is a fall in the rate 
of interest. Here, also, the yield is meagre. ‘Hence the usual 
insufficiency of such funds.” 

Not only are sinking funds in general too small for the pur- 
pose, but in general, also, such as they are, they are liable to 
be raided. During the most profound peace various events occur 
which demand an extraordinary revenue. Every new tax is felt 
more or less. There is always some murmuring at new taxation, 
especially if the old taxation is already high. A momentary 
suspension of the payment of the debt occasions no murmurs or 
complaints. To borrow of the sinking fund is always an obvious 
and easy expedient for getting out of the present difficulty. The 
greater the debt, and the greater the need for a sinking fund, 
so much the more likely—so much the more certain—is it to be 
misapplied for extraordinary expenses in peace. ‘‘ Nothing but the 
necessities of a new war . . . can induce the people to submit to 
a new tax. Hence the usual misapplication of the sinking fund.” 

There follows a detailed account of the history of the reduc- 
tion of the public debt of Britain “since we had recourse to the 
ruinous system of perpetual funding,” with the general result that 
the reduction has never borne any considerable proportion to 
the accumulation in time of war. Hence the meticulous irony of 
antiquarian is carried into the quotation of sums down to 
one-twelfth of a penny. ‘During the profound peace of eleven 
years little more than ten millions of debt was paid ; during a war 
of seven years more than one hundred millions was contracted.” 

According to these figures, debt was paid off at the rate of 
less than a million a year in peace and accumulated at more than 
fourteen millions a year in war time. The corresponding pro- 
portion of our last years of peace to the years of war just con- 
cluded gives about one to four hundred. 

“The new debt,” he says, “which will probably be contracted 
before the end of the next campaign may perhaps be equal to all 
the old debt that has been paid off.” Accordingly, he concludes 
that “it would be altogether chimerical to expect that the public 
debt should ever be completely discharged by any savings that 
are likely to be made from the ordinary revenue as it stands 
at present.” 
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III. Pustic Dest As CAPITAL. 


Adam Smith next examines the idea that the public funds of 
the different indebted nations of Europe, particularly those of 
England, are equivalent to an addition to the other capital of 
the country by means of which its trade is extended, its manu- 
factures are multiplied, and its lands cultivated and improved 
much beyond what they could have been by that other 
capital only. He allows that the people who advanced their 
capital to the State get in return an annuity on the public funds, 
in most cases of more than equal value. The lenders to the State 
themselves suffer no loss. They can sell their war bonds or they 
can borrow on them. But the new capital which they acquire in 
this way must already have been in the country, and, being 
capital, must have been employed productively. This capital, 
from maintaining productive labour, has been turned into main- 
taining unproductive labour—from the productions of industry to 
the destructions of war. 

The foundation of the argument is that in any country at any 
time there is only a limited amount of actual capital, and that if 
a large part is turned from peace industries to war industries a 
good deal must be destroyed. The capital used in peace repro- 
duces itselfi—normally with some profit. The capital used -in 
war does not reproduce itself—it must be maintained from other 
funds.'! If the war continues long enough and the expenses are 
met by borrowing, in time the greater part of the capital of the 
country will be wasted. 

If, on the other hand, the expenses of the war are met out 
of taxes, a certain portion of the revenue of private people is only 
turned from maintaining one species of unproductive labour to 
maintaining another. Some part of what they pay in taxes, it 
is true, might have been used in providing new capital. Thus 
the public expense of war when defrayed from taxes no doubt 
hinders more or less the further accumulation of new capital, 
but it does not necessarily occasion the destruction of any actually 
existing capital. 

The argument as thus develoned may be quoted to support the 
contention that Adam Smith was an “all-tax” man. But, as 
already shown, on his view the all-tax method is impossible, and, 
besides, he takes account of the fact that funding makes the 

1 Compare the argument in Wealth of Nations, Bk. IV. Ch.I.: “In the midst 
of a most destructive foreign war the greater part of manufactures may 
flourish greatly ; and on the contrary they may decline on the return of peace. 


They may flourish amidst the ruin of their country, and begin to decay on the 
return of its prosperity.” 
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present taxation so much the lighter, and private revenues being 
so much less burdened, accumulation is so much less hindered. 
“Under the system of funding the frugality and industry of 
private people can more easily repair the breaches which the 
waste and extravagances of Government may occasionally make 
in the general capital of the society. Funding destroys more 
old capital, but gives less check to new accumulations.” 

It is, however, only during war that the funding system 
has these compensating advantages. If the people had been 
taxed more during the war, they would have saved so much less, 
no doubt; but after the war their revenues would have been 
liberated, and the rate of making new capital could have been 
increased. 

If, indeed, war could have been met altogether out of taxes, 
it would not of necessity have meant the destruction of any old 
capitals, and peace would have occasioned the accumulation of 
many more new. 

There is one further advantage of paying for war by taxes, 
namely, that wars would in general be more speedily concluded 
and less wantonly undertaken. On this text much might be 
written arising out of our latest war, and on the possibilities of 
avoiding or lessening the chances of war in the future. The 
application made by Adam Smith himself at first sight seems 
overstrained even for his own times. He says that the peace 
revenue of Great Britain amounts to ten millions a year. “If 
free and unmortgaged, it might be sufficient with proper manage- 
ment and without contracting a shilling of new debt to carry 
on the most vigorous war.” Taken in connection with the general 
argument, apparently this means that the tax revenue, if freed 
from the burden of former funding, could pay the current 
expenses of war. It is remarkable that this apparently absurd 
estimate was confirmed during the latter period of the great 
Napoleonic War. Actually, but for the payment of interest on 
the debt during the last ten years the expenses of that great 
war were more than met out of the revenue.' 


IV. THe Ricut HAnp PAYING THE LEFT IN THE INTEREST ON 
THE PusBLic DEBT. 


“In the payment of the interest of the public debt, it has been 
said it is the right hand which pays the left. The money does 
1 Gladstone showed that from 1806-1815 the annual tax revenue apart from 
the interest on the debt’(including the’pre-war debt) actually exceeded all the 
government expenditure (including the charge of the gigantic war) by £7,000,000. 
Financial Statements, p. 17. 
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not go out of the country. It is only part of the revenue of 
one set of the inhabitants which is transferred to another; and 
the nation is not a farthing the poorer.” 

This part of Adam Smith’s argument is of special interest at 
the present time owing to the revival of this old simple method 
of extinguishing the real burden of a national debt. 

“This apology,” he says, “is founded altogether on the 
sophistry of the mercantile system.” The central fallacy of that 
system on his view consisted in looking only to the money and 
not to the things the money stands for. 

But, apart from this fundamental mistake, this hand-to-hand 
fallacy implies, besides, that the whole public debt is owing to 
the inhabitants of the country, “which happens not to be true, 
the Dutch, as well as several other foreign nations, having a 
very considerable share in our public funds.” 

This qualification also happens to be of singular importance 
in our day owing to our indebtedness to the United States. “But, 
though the whole debt,” the argument proceeds, ‘‘were owing to 
the inhabitants of the country, it would not on that account be 
less pernicious.” 

It is quite clear from the context that Adam Smith did not 
mean by this expression “not less pernicious” that an internal 
loan was exactly on all fours with an external loan. The external 
loan, “even on the principles of the mercantile system ”—to 
recall his usual method of argument—imposed certain peculiar 
burdens, but perniciousness was none the less to be found in the 
internal loans on other principles that look beyond the money 
to the “lands, houses and consumable goods.” Some of the best 
English writers on commerce, as he says in another place, set 
out by distinguishing between the real things and the money 
measures of them, but in the course of their reasonings the 
things slip out of their memory. (Cf. Book IV., Chap. I., 
Conclusion. ) 

When we look beyond the money we are brought down again 
to the real burdens of taxation. The interest on the debt can 
only be paid out of taxes. 

Suppose, first, the taxes smite the owners of land. Naturally, 
the proprietor of a landed estate, for the sake of his own revenue, 
is interested in keeping it in as good condition as possible by 
all sorts of improvements, etc. But by different land taxes his 
revenue may be so diminished, and by the rise in the prices of 
the necessaries and conveniences of life by other taxes the real 
value of the revenue may be so much more diminished, that the 
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landowner may find himself altogether incapable of making or 
maintaining these expensive improvements. 

That the taxes on land and the rise in prices have crippled 
the powers of the present British landowners as regards the 
maintenance of their estates is shown by the unprecedented sales 
that are being made. Whether the new men will do as well by 
the old acres is open to question. The old English system, in 
spite of its theoretical anomalies, had very great merits. By no 
writer has the old English system been more appreciated than by 
Professor Henry C. Taylor,! the leading authority on agricultural 
economics in the United States. “That Americans may prof 
from the experience of their British cousins should be evident 
from the foregoing pages.” 

The old English landlord was content with a very moderate 
rate of interest on capital invested in the land, and the relations 
between landlord and tenant were very satisfactory, as shown by 
the practical fixity of tenancies nominally yearly. 

The other principal source of revenue from taxation is capital. 
Adam Smith only considers the effects of taxing the revenue from 
capital by the different taxes imposed on the “conveniences and 
necessaries of life.” It must be remembered that on his view 
taxes on necessaries were transferred to capital. The rise in 
prices also diminishes the real value of the revenue from capital. 
The consequence of this fall in real revenue is to send the capital 
out of the taxed country to more favoured regions. In our day 
capital has to bear many and heavy direct taxes not dreamed of 
in the time of Adam Smith. The encouragement to removal is 
so much the greater. At present this danger is postponed or 
mitigated by the extraordinary profits derived from the inflation, 
but if and when the inflation is checked, the real burden will be 
felt, the mobile capital will be transferred, and the fixed and 
non-exportable capital will not be maintained, and still less 
augmented. 

Since the time of Adam Smith both the inducements to the 
export of capital and also the facilities for such export have 
largely increased. 

Apart from export, there is another danger. “To transfer 
from the owners of these two great sources of revenue—land and 
capital stock—from the persons immediately interested in the 
good condition of every particular portion of land and in the good 
management of every particular portion of stock, to another set 
of persons (the creditors of the public who have no such par- 


1 See Agricultural Economics, Chapter XIII. 
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ticular interest) the greater. part of the revenue arising from 
either must in the long run occasion both the neglect of land and 
the waste or removal of capital stock.” 

Here, also, the general argument is strengthened by the 
present state of affairs. The economic principle of reward 
according to effort has been weakened both by subsidies and by 
controls. 

“The practice of funding has gradually enfeebled every State 
which has adopted it.” Italy, Spain, France and Holland are 
cited by way of illustration, and the citation is concluded with a 
question: “Is it likely that in Great Britain alone a practice 
which has brought either weakness or dissolution into every other 
country should prove altogether innocent?” 

Adam Smith fully acknowledges that Great Britain was in 
his day in a stronger position than these other countries. Its 
system of taxation was better. At the conclusion of “the late 
war ” (1755-62)—“the most expensive that Britain ever waged ”— 
her agriculture, manufactures and commerce were as flourishing 
as ever. “Great Britain seems to support with ease a burden 
which half a century ago nobody believed her capable of support- 
ing. Let it not, however, be rashly concluded that she is capable 
of supporting any burden; nor even be too confident that she 
could support, without great distress, a burden a little greater 
than that which has already been laid upon her.” 

It is sometimes argued that the Napoleonic Wars disproved 
this statement. On the contrary, they confirmed it. The point 
was that, though the British system of taxation in the time of 
Adam Smith was relatively good, if more revenue was needed 
worse taxes must be resorted to. The taxation of the Napoleonic 
period was incredibly heavy, both directly and indirectly. In 
spite of the industrial revolution, the war was followed by a 
prolonged period of depression. 


V. Tue REDEMPTION OF PuBLic DEBTS. 


“When national debts have once been accumulated to a cer- 
tain degree, there is scarce, I believe, a single instance of their 
having been fairly and completely paid.” If the liberation of the 
public revenue has ever been brought about, it has been by bank- 
ruptcy—‘ sometimes an avowed bankruptcy, though frequently by 
a pretended payment.” 

The pretended payment is by raising the denomination of the 
coin. Every sixpence is called a shilling and the debt is halved, 
and so on. The modern development of “representative” money 
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has vastly increased the facilities for raising the denomination. 
Paper money of all kinds, once it is de facto inconvertible, can 
be diluted indefinitely. 

In our day this old method of pretended payment is finding 
favour. The greater the inflation, so much less is the burden 
of the old money payments. Such is the argument. The only 
flaw is that the progressive evils of progressive inflation are 
forgotten. On these evils the present writer has written else- 
where.!- Adam Smith had’ no doubt even on the lesser evils of 
depreciated coins. ‘‘When it becomes necessary for a State to 
declare itself bankrupt, in the same manner as when it becomes 
necessary for an individual to do so, a fair, open and avowed 
bankruptcy is always the measure which is both least dishonour- 
able to the debtor and least hurtful to the creditor.” 


VI. ImpeRIAL TAXATION AND PuBLic Dest. 


Adam Smith was of opinion that the revenue of Great 
Britain could never be sufficiently augmented so as to pay off 
entirely the old debt. Certainly since his time the debt has never 
been altogether extinguished, although but for other wars the 
old war debts might have been paid off, that is to say, with 
courageous taxation. 

But Adam Smith did not contemplate national bankruptcy 
for Britain, either open or pretended. He looked for the neces- 
sary augmentation of revenue to his Project of Empire. He 
thought that the British system of taxation might be extended 
to all the parts of the Empire, coupled with corresponding repre- 
sentation in a truly Imperial Parliament. ‘This Project opens out 
a large field for present-day suggestions, which can only be here 
alluded to without further comment.’ 


CONCLUSION. 


The main object of the present paper has been to put the 
great argument of Adam Smith on Public Debts in such a form 
as to suggest an application of his fundamental ideas to the 
difficulties of the present situation. The most urgent need of the 
present time is that those who have the practical guidance of 
financial policy in the principal nations of the world should 
abandon the methods of piecemeal opportunism which were, per- 

2 War Finance (1917; 2nd edition, 1918) ; Inflation (1919). 
2 This part of Adam Smith’s argument has been expounded in the present 


writer’s Project of Empire : a Critical Study of the Economics of Imperialism with 
special reference to the ideas of Adam Smith (1909). 
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haps, justifiable politically during the war, and should have the 
courage to recognise fundamental economic principles and their 
consequences. Except incidentally by way of illustration I have 
made little attempt to point the moral. With the mark varying 
between a halfpenny and a penny, with the American exchange 
below 3.50 dollars to the pound, and gold over £6 per oz., there 
is little need for particularisation. 
J. §. NIcHOLson 














BRITISH EXPORTS AND THE BAROMETER 


Two of the most familiar diagrams in economics are that 
setting out the value of the exports of United Kingdom produce 
per head of the population in each year, and that setting out the 
general level of wholesale prices as recorded by Sauerbeck’s 
index-number. [Each of these two curves shows a large and 
somewhat irregular fluctuation, in general accord with the other 
indications of industrial activity and depression, such as the bank 
rate, unemployment percentages, pauperism, marriage rate, con- 
sumption of beer, and number of larcenies. 

The general agreement is subject to marked exceptions in 
particular years, and the length of the separate fluctuations varies 
greatly (successive minima of export values coming at intervals 
of six, twelve, six, eight, seven and eight years). Moreover, each 
of the two curves shows general changes of level, accomplished 
over long periods and blurring the effect of the cyclical fluctua- 
tions. Thus export values per head fluctuated about the same 
general level from 1820 to 1840; the general level then rose 
rapidly for the next twenty-five or thirty years, remained 
stationary for the next thirty, and started to rise rapidly again 
from 1900 to 1913. 

The correlation between the curves of export values and of 
prices is to some extent due simply to the presence of a common 
element in each. Values depend on price as well as quantity ; in 
so far as the Sauerbeck index is a true index of prices, any change 
of it tends to be reflected in the export values. An increase in 
the latter may mean merely an increase of prices and not in the 
volume of exports. A great many attempts have been made at 
various times to correct the statistics of exports (and imports) 
by excluding the effect of price variation and determining the 
actual quantities of exports (and similarly of imports) in each 
year. So far as I know, however, attention has not hitherto been 
drawn to the results of simply dividing the export values per head 
for each year, by the corresponding Sauerbeck number for that 
year, and setting out the quotients in the form of index-numbers. 

These new index-numbers are given in the attached table and 
chart, for the period from 1820 to 1913. They yield a curve of 
rather remarkable character and regularity. A ruler laid along 
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the line joining the depressions of 1847 and 1893 practically 
passes through two other points of depression, 1862 and 1877-8, 
and shows above it three successive double waves, 1847 to 1862, 
1862 to 1877-8, and 1877-8 to 1893, each of almost the same 
length (between fifteen and sixteen years), and the same character 
(with a minor depression about half-way). Fifteen years back 
brings us to another depression in 1832; sixteen years forward 
to the last one in 1909. Each of these periods shows, like the 
three central ones, a double wave (with depressions about half- 
way through) ; the only difference is that in each case the general 
tendency of the graph is altered, and that the half-way depres- 
sions appear relatively deeper. Broadly, we see in the whole 
period of seventy-seven years, from 1832 to 1909, five main 
fluctuations of practically the same length and character. A cycle 
of somewhere between 15°2 and 15°4 years would exactly fit all 
the depressions. 

The size of the waves increases from the beginning to the 
end of the period covered by the chart; this does not, however, 
indicate any greater violence of fluctuations, as the whole scale 
of the export trade is growing. If the figures were expressed 
logarithmically, the waves would be far more nearly equal. 

A periodic fluctuation of this regularity is altogether excep- 
tional in economic records. Its closest parallel is to be found 
in the seasonal fluctuations of trades, such as building and 
printing, which are directly dependent on climate and the social 
habits to which the climate gives rise. It does not suggest sun- 
spots, partly because the length of the fluctuation is different, 
but even more because it is far more regular than the sun- 
spots. But it does suggest the operation of some physical factor 
—in the earth or its atmosphere—with a periodicity almost as 
strong as that of the tides. It will be desirable to consider first 
what it is precisely that the new index-numbers can be taken to 
represent. 

They do not represent the volume of exports. To get that we 
should have to divide the export values by a price index-number 
based only upon the prices of such classes of goods as are 
exported.1. The new index-numbers, in so far as the Sauerbeck 
index is correct, represent simply the purchasing power of British 
exports. Since this purchasing power is used in general only to 


1 Comparison of the new index with the estimates of export volumes from 
1890 onwards, as given in the third Fiscal Blue Book, shows general but not 
complete agreement. The movements of the new index, though strictly it 
represents only the purchasing power of the British export trade, correspond 
also, as a rule, to variations in the scale of the trade. 
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purchase, the fluctuations of the index-numbers should reproduce 
fluctuations in what is purchased by British exports. Broadly, 
British foreign trade amounts to sending out manufactured articles 
and coal in order to purchase on the one hand gold and on the 
other hand crops of all kinds (grain, cotton, sugar, jute, oil-seeds) 
or livestock (and their produce) which are dependent on such 
crops. The proportion of “manufactures among the imports, 
though growing, is still small. The suggestion here put forward 
for consideration is :— 

1. That the British export figures treated in the way described 
record indirectly changes in the world’s output of gold and of 
growing crops, the new index tending to rise as this output 
increases, and to fall as it diminishes. 

2. That the apparent periodicity of the figures is a true one, 
and arises from some physical cause or combination of causes, 
whether terrestrial or super-terrestrial, having a regular fluctua- 
tion in a period of between fifteen and sixteen years, or some 
factor thereof, and causing a corresponding fluctuation in the pro- 
ductivity of the earth. 

One part of this hypothesis can at once be tested. The output 
of gold is known and its history is simple. After remaining at a 
low level up to about 1845, the world’s production of gold then 
increased eight or nine times by 1852-3, remained at its new 
level till about 1892-3, when it began a new rapid rise which, 
subject to a relapse in the time of the South African War 
(1900-3), continued to the outbreak of the Great War in 1914. 
In so far as an increased output of gold simply goes into the 
circulation and contributes to raise prices, it is presumably already 
discounted in the new index (for this represents a fraction with 
the Sauerbeck price-number as denominator). A substantial pro- 
portion of the gold output, however, serves industrial purposes 
and is thus a commodity whose output should affect the new 
index. 

Simple inspection suggests at once that there is a connection 
between the output of gold and the new index-number. The first 
great rise in the world’s output of gold (from 1845) at once turned 
upwards the course of British exports as shown in the new index. 
The second great rise from 1893 onwards repeated the effect. 
The South African War, from 1899-1902, checked the output 
of gold and its export abroad; this check is reflected in the 
depression of the new index curve. In the last years before the 
Great War, as gold steadily increased, exports, even as corrected 
for change of prices, continued to soar. It would no doubt be 
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possible to make arithmetical allowance for the variation in the 
gold output, and so eliminate its influence, leaving a curve which, 
on the hypothesis advanced above, would record simply the 
fluctuation of the world’s crops. It is clear that the elimination 
of gold would have the effect of raising the curve relatively in 
the years 1899-1902, and lowering it in the period subsequent 
to 1895; the last sixteen-year period would thus fall into line 
with the rest of the curve. It would also bring the general 
course of the curve before and after 1845 more nearly into line. 

For the next stage in the examination the necessary material 
is at the moment lacking, or has not been collected in a form 
allowing its use. It is indeed a matter of common observation 
that the Indian peasant’s demand for cotton piece goods is directly 
dependent on the success or failure of his harvest. But there are 
no records of the crops of the world as a whole, or even of a large 
part of them, covering a long period of years, and making possible 
the construction of a crop curve to set beside the curve of exports. 
For the moment I must be content to cite a few familiar and 
significant facts as to particular countries. In India famines 
have occurred in 1861, 1877, 1891-2 and 1907-8, that is to say, 
in each case, at, or just before, one of the minimum points of 
the curve. There have also been other famines, some bearing a 
similar relation to other depressions in the curve, e.g., 1854, 1866, 
1897, and some for which no such connection is apparent. In the 
United States, for which continuous records prior to 1866 are 
lacking, there have been very well marked shortages in the wheat 
crop in 1893 and 1907, with a less well marked one in 1876. 
The corn crop and the cotton crop have generally shown a depres- 
sion at or about the same time. Here, again, there are other 
cases of deficient harvest, some corresponding with minor depres- 
sions in the export curve, some showing no apparent connection. 
Clearly the harvests of each particular country, or of any one 
kind, are each affected by many different causes. All that can 
be said for the moment is that the crop results are, on the whole, 
consistent with the suggestion of a single general cause affecting 
the whole world at intervals of fifteen to sixteen years. They 
give hope that by a wide enough collection of data the local and 
sporadic fluctuations would be flattened out and that a charac- 
teristic common fluctuation would be revealed. 

It may be suggested that if the hypothesis under considera- 
tion is correct (that the British exports to the world as a whole, 
corrected by the general index of prices, are determined by the 
crops of the world as a whole), then a similar relation should be 
found between the exports to any particular country and the 
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crops there. Some provisional calculations as to India and the 
United States of America suggest that some relation of this kind 
can be found there. But the application of the present method 
to the trade and production of a single country is difficult, for 
several reasons. In the first place, though the Sauerbeck num- 
bers may, and probably do, afford an adequate index of price 
changes for all commodities taken together, they may not be at 
all accurate in respect of the commodities sent to, or purchased 
from, a single country. In the second place, trade is international, 
and is fluid under the influence of capital seeking investment. 

The United Kingdom, throughout the period under review, 
has been a wealthy country which was exporting capital and 
developing the rest of the world. The British manufacturers, 
in a year when they export more than usual, may use this power 
not to bring the increased supplies to this country, but to transfer 
it from one country to another. The fluctuation shown in the 
export figures is visible also in the imports, but is not nearly so 
well marked. The important thing to study is not the imports, 
whether from particular countries or as a whole, to the United 
Kingdom, but the total world production. The value and validity 
of the new method (if any) lies in its generality ; one should not 
expect to find it applicable, without many adjustments, to the 
case of particular countries. 

The relation suggested as being shown in the chart is 
between British exports as a whole and the agricultural produc- 
tivity of the world as a whole. In a specially fruitful year 
(when the crops of the world as a whole are above the average) 
the producers of the crops, or those to whom they sell, will 
make a specially large demand for articles which they do not 
produce, i.e., manufactured goods. They may get these from the 
United Kingdom, and so stimulate exports to themselves; or, in 
any particular country they may get the goods from the manu- 
facturers in that country. The latter manufacturers will in that 
case be less able than before themselves to make for other 
markets, and will thus increase the demand upon the United 
Kingdom and the exports from the United Kingdom, though not 
necessarily to their own country. Once the manufactures of any 
country are so large a proportion of the total manufactures of 
the world, as is the case with the United Kingdom, one may 
expect to find fluctuations in agricultural production reflected in 
them directly or indirectly. At bottom, the curve shows the 
relation not between the United Kingdom and the world, but 
between the manufacturing activity of the world (as measured 
by the British sample) and its agricultural activity. 


No. 117.—vou. xxx. o 
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It remains to consider the possibility of relating the apparent 
period of fifteen odd years in the corrected export figures 
directly to some physical phenomena. If any such connection 
should be established, it would almost dispose of the necessity of 
examining crop records; the connection between meteorology and 
trade can hardly be through anything except agriculture. A full 
discussion of this problem is clearly impossible here. I can only 
call attention to certain significant facts. 

Records of barometric pressure in many parts of the world, 
running back in some cases to 1842, were collected and published 
by the Solar Physics Committee in 1908. Information for later 
years has been supplied to me by the Meteorological Office. I 
have thus been able to prepare a substantially continuous set of 
figures to represent the average barometric pressure for each year 
from 1842 to 1913 in India, Australia and South Africa; these 
figures are given in column 6 of the table. It will be seen that 
they show unmistakable minima at the years 1848-9, 1862, 1878-9, 
1892-3, 1909-10. There are many minor fluctuations, but, apart 
from an exceptional period of sustained low pressure between 
1870 and 1875,! there is no other minimum of comparable 
importance. 

The significance of this series of years in relation to the curve 
shown in the chart is obvious. Practically the five outstanding 
minima of barometric pressure coincide with the outstanding 
minima of the new exports index. More accurately, barometric 
pressure reaches a minimum in the year or years immediately 
preceding a marked rise of that index. A low barometer means 
abundant rain, and rain, in the countries under review, means in 
general large crops. On the hypothesis advanced above, a year 
of very low pressure should be followed, after the necessary 
interval for the growth, harvesting and marketing of the crops, 
by a marked rise in the new index, representing the purchases 
made by means of British exports. This is exactly what the 
figures show as happening. The last three minima of the baro- 
metric series, 1878-9, 1892-3, 1909-10, are particularly striking, 
and have an unmistakable family resemblance. In each case they 
follow on a year of exceptionally high pressure—1877, 1891, 
1908—meaning drought and, in India, famine. 


1 This period is a quite exceptional one in some other barometric records 
also, e.g. at Santiago, where maxima never before or since approached were then 
recorded. It also happens to be exceptional in the recent history of sun-spots, 
but I am not sure how much importance attaches to this. The inclusion of 
other regions, such as North America and Russia, diminishes the prominence of 
this period. 
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The figures given, strong as is their general significance, 
present many points for criticism and explanation. It may be 
objected, for instance, that the barometric figures relate only to 
one region of the world. Again, though their minima keep on 
the whole fairly near to the export minima, the coincidence is 
not perfect. The barometric series is less accurate than the 
other; in place of successive equal periods of fifteen to sixteen 
years, it presents what looks like an alternation of shorter and 
longer periods: 13-14, 16-17, 13-14, 16-17. This suggestion is 
confirmed by the fact that 1832-3 is by famine records known 
as a time when drought yielded to rain in India; this gives 
another 16-17 year period. These two criticisms—as to the 
limitation of the area covered and the lesser accuracy of the baro- 
metric period—will be found to some extent to explain and thus 
to answer each other. 

The barometric figures hitherto given have been limited to 
the Indian Ocean for a variety of reasons. In the first place, 
records prior to 1870 are very rare in either North or South 
America. In the second place, the effect of rainfall upon crops 
is not uniform throughout the world; in some countries, such 
as the United Kingdom and parts of the United States, heavy 
rain may be unfavourable. Though on balance the “rain-loving ” 
districts are clearly now the most important, the existence of the 
other countries complicates the problem. In the third place, 
South America includes a number of stations whose barometric 
conditions are known to be closely but inversely related to those 
of the Indian Ocean ; there is a see-saw by which, when pressure 
is exceptionally low in one of the two regions, it is almost 
invariably at a maximum in the other. To add together the 
Santiago and the Bombay readings, which always move in con- 
trary directions, and then to average the results would be an 
obviously nonsensical proceeding; there is no simple way of 
showing their continued effect. In addition, however, to the 
Indian stations (denoted in the Solar Physics Report by the 
position sign +) and the South American stations (-), there 
are many others, including all those in North America, which 
do not belong definitely to either camp; the most that can be 
said of them is that they are - ?, or +. These it has seemed 
worth while to summarise. 

The mean barometric pressures, derived from seven North 
American stations from 1873 to 1913, are given in column 7 of 
the table. If these are combined with the figures for India, 
Australia and South Africa, weighting the latter in proportion to 
the size of the region and its greater importance both as an 
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export market and producer of raw materials,! a series of figures 
is obtained with outstanding minima at 1878, 1893 and 1909, 
that is to say, exactly at the critical points of the new index. 

This is a very interesting result. There can be no question of 
the validity of the barometric series already given for the Indian 
region or its connection with crop production. The successive 
periods in this region are not absolutely equal; they tend to be 
alternately longer and shorter than the average of just over fifteen 
years. The minimum and the recovery, whether we consider 
crops or the barometer, tend in India to come too late at the 
1877-9 crisis, and too early at the next one—1891-3. In the case 
both of crops and of the barometer, the bringing in of North 
America corrects the inequalities and makes the final result 
nearer to that shown in the new index. It pulls forward the date 
of one barometric minimum from 1879 to 1878 and postpones the 
next one from 1892 to 1893. So, too, in crops, North America 
is alternately ahead of and behind India 

So far as the inquiry has gone, it suggests that the more 
general we can make the barometric and the production figures, 
the more closely will their main fluctuation correspond with that 
of the new exports index. The inquiry, of course, is not com- 
plete. But India, Australia and South Africa, which appear to 
be the dominant factor, cover nearly a quarter of the total exports 
from this country, and are probably even more important as the 
sources of crops. North America covers another 15 per cent. of 
the exports. No other single region of the earth has comparable 
importance for the present purpose. 

While the barometric statistics collected in this article seem 
undoubtedly to support the suggestion arising from the export 
statistics, of a periodic fluctuation with an average length of 
something over fifteen years, it is necessary to admit that no 
period of this length appears to have been recognised by meteoro- 
logists hitherto. There is a bewildering variety of fairly well 
established meteorological periods in various parts of the earth 
and the sun, ranging from 78 and 11°1 years for the sun-spots, 
and about 5 years for the temperature of the North Atlantic and 
the wind at Southport, down to 33 years for the solar protuber- 
ances and some meteorological phenomena, and 2} years for 
many others. It is clear that if the periodicity suggested in this 
article is a true one, it must result from the combination of two 
or possibly more separate movements. There is no want of 
material from which to construct hypothetical combinations. As 

1 I am myself inclined to give India, Australia, and South Africa double the 


weight allowed to North America. So long, however, as the former are given 
some more weight than the latter, the precise amount matters little. 
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a pure speculation I may say that to myself the barometric series 
for the Indian region suggests a cycle of 2% years deepened by 
some special cause, perhaps a five-year cycle, at every fifth or 
sixth revolution. I may also point to an indication in the baro- 
metric figures, of a tendency for the North American and Russian 
stations (described as - ? or +) to move with the Indian stations 
(+) at or about the critical points of the fifteen-year cycle (1878, 
1893, 1909) and to move inversely at intervening epochs (1885 
and 1902). These doubtful stations appear alternately positive 
and negative. They are not neutral between Bombay and 
Santiago, but are regular turncoats, and when at intervals of 
fifteen years they join the former, a critical minimum results. 

If some such combination of cycles is at work, it is, of course, 
possible that their periods fit only roughly and not accurately. 
In that case, after being for a time roughly in gear with one 
another, the cycles may draw apart, and the manifestations of 
the last seventy years may not be repeated. Even if the hypo- 
thesis here advanced is correct, it does not without much further 
examination afford a basis for prophecy. 

The inquiry at this stage becomes purely meteorological and 
cannot be carried further within the limits of an article. I may, 
however, before leaving the subject, point out that there is 
nothing in the figures adduced to suggest the direct operation of 
the sun-spots. It is possible that the sun-spots, by leading 
economists to look always for an eleven-year period in mundane 
affairs, have hitherto obscured rather than enlightened the problem. 
The nature of their influence on the weather is still problematic. 
Apparently they have not any proved connection with the radiant 
heat of the sun. Nor are they what the uninitiated would call 
really regular in their appearance. Since 1816 successive sun-spot 
maxima have come at intervals of 14, 7, 11, 12, 10, 18, 10 and 14 
years. The sun-spots-have a periodic law which they obey, but 
their behaviour under it is very much like that of a small dog 
taking a walk with his master. The man plods on steadily; the 
small dog will always be somewhere within hail of him, but at any 
particular moment may show himself a quarter of a mile ahead or 
a hundred yards behind. So the sun-spot maxima are sometimes a 
year or two before their proper time and sometimes a year or two 
behind it, though ultimately they never get very far away from it. 

Here I must leave the matter. I cannot profess to have done 
more than to put forward a hypothesis for criticism. It is possible 
that further examination will show that the curve of the “new 
exports index,” despite its superficial beauties, is a sham, and will 
destroy the hypothesis which I have put forward as to its meaning. 
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But, with the regular rise and fall of the curve before one, it is 
hard to believe this. If the figures given survive examination, 
and connection can be made for them either with the productivity 
of harvests or with meteorological phenomena, several results of 
some interest will have been attained. 

It will not be news to economists to learn that our trade 
depends upon the productivity of other nations, but they may 
welcome an ocular demonstration of truths which statesmen 
have so often conspired to forget. It will be of interest even 
to economists to confirm the value of the Sauerbeck index-number, 
and to show, if it is thus shown, that the growth of exports is 
apparently governed by a pull from the other side, rather than 
by conditions in this country. 

Finally, the suggestions made above, if proved, establish 
beyond question the meteorological factor in trade fluctuation, 
in agreement with the principles, though not with the details, 
of what has been written on this subject by Professor W. §S. 
Jevons and by Mr. H. 8. Jevons after him. It is necessary to 
add that this would establish climatic variations as one cause, 
not as the sole or perhaps even the main cause, of cyclical fluctua- 
tion of industry. The state of the export trade affects employ- 
ment and wages, but does not dominate them. The times of 
greatest hardship to the population as a whole generally fall near 
the times of diminished exports, but do not always do so. There 
are some causes of fluctuation—financial, industrial and social— 


clearly independent of the climate and the export trade. 
W. H. BEVERIDGE 


Notre on TABLE. 


The New Exports Index is obtained by dividing the Exports per head for 
each year (col. 2) by the corresponding Sauerbeck Index Number (col. 3) and 
reducing the quotients to Index Numbers with 1900—100. The New Net 
Imports Index (col. 5) gives corresponding figures for the imports retained for 
domestic consumption. 

The exports to 1899 exclude ships ; those from 1901 onwards include them. 
For 1900 both inclusive and exclusive figures are given. 

The figures in col. 6 give the mean of the annual barometric pressures at 
stations in India, Australia, and South Africa. From 1873 to 1904 seven stations 
—Madras, Bombay, Calcutta, Adelaide, Sydney, Cape Town, Durban—are 
included, and the figures represent the actual average for these stations. From 
1859 to 1872 Durban, and from 1905 to 1913 both Durban and Cape Town, are 
missing ; from 1847 to 1858 figures are available only for Bombay, Madras, and 
Cape Town, and from 1842 to 1846 for the last two of these only. So far as 
possible the figures have been made continuous, changes of general level being 
adjusted by squaring overlapping periods of five years. Thus the mean for the 
whole seven stations from 1873 to 1877 is 944; the corresponding mean for six 
stations alone (omitting Durban) is 917, 7.e. 27 less than for the 
seven. The actual averages for the six stations from 1859 to 1872 have been 
corrected by adding twenty-seven in each case. Similar adjustments have been 
made elsewhere; each change of base is marked by a line across the column. 

The figures in col. 7 give the actual averages from 1873 to 1903 for 
seven stations—Galveston, Nashville, Mobile, Washington, Duluth, Winnipeg, 
and Toronto. From 1904 onwards comparable figures for Duluth and Winnipeg 
are not available; the figures give the average at the other five places adjusted 
in the way already described. 
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UR Produce Sauerheck New “G. nid ° ‘ia ca iteln 
Year. per head of — — Pro- Pressures 
opulation. 2 ate duction. |(29 inches+). 
are (1871=100) | (1900=100) | $999,000 |" India, ete. 
(1) (2) (3) (4) (5) (6) 
BB20;.. ose 1-55 112 15-1 
1821... 1-75 106 18-0 
1822... 1-75 101 18-9 
1823... 1-65 103 17-5 
1824... 1-75 106 18-0 
1:92 |———_—_____ 
1825... 1-75 116 16-4 
1826... 1-40 100 15:3 
1827... 1-65 97 18-6 
1828... 1-60 97 18-0 
1829... 1-55 93 18-1 
1830... ... 1-60 91 19-3 
1] See 1-55 92 18-4 
1832... ... 1-50 89 18-2 
oS) er 1-60 91 19-3 
1834... ... 1-65 90 20-0 
2-74 
1835... 1-85 92 22-0 
1836... 2-10 102 22-5 
1837... 1-65 94 19-3 
1838... 1-95 99 21-6 
1839... 2-05 103 21-8 
1840... 1-90 103 20-2 soe 
1841... 1-95 100 21:3 = 
1842... 1-75 91 21-0 931 
1843... 1:90 83 25-0 941 
1844... 2-15 84 28-0 ' 931 
7:3 er 
1845... 2-15 87 27:0 954 
9B46..5 2 2-05 89 25-1 941 
er 2-10 95 24-2 926 
SSES..6 ose 1-90 78 26-6 918 
1849... ... 2-30 74 34-1 918 
BODO sss sxe 2-60 a 36-9 — 921 
J Re 2-70 75 39-3 18-2 922 
SBOEos xs 2-85 78 39-9 29-8 933 
oe 3-60 95 41-4 31-4 940 
1854... ... 3°50 102 37°5 27-2 936 
2O56....  «.- 3°45 101 37:3 28-4 949 
1856... ... 4-15 101 44-9 29-8 936 
an 4-35 105 45-2 28 6 936 
BMDO As) 66s 4-10 91 49-2 28-2 940 
| ee 4-55 94 52-7 27-9 952 
linn COE 4-75 99 52-4 26:3 948 
Co) a 4-30 98 48-0 25-3 922 
[a 4-30 101 46-6 24-8 919 
oo 5-00 103 52-1 24-8 923 
1864... ... 5-45 105 56-9 24-8 953 
BSGOses: <0 5-60 101 60-6 26-6 953 
BOOG.... 0c 6-30 102 67:6 27-3 952 
a 5-95 100 65-2 26-5 945 
1868... ... 5-85 99 64-7 26-3 967 
i 6-15 98 68-8 26-0 949 

















1 These are the averages for 1821-30, 1831-40, and 1841-50 respectively. 
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Exports of | | », | Mean Barometric 
UA. Sauerbeck | New — | Pressures 
Was Produce | Index No.| Exports Pro. | (29inches +). 
* | per head of | of Prices. | Index. duction. |———;--— 
population. \(187]=100)(1900=100)| ooo 999 | India, North 
£ : | ete. America. 
(1) (2) (3) (4) (5) | (8) (7) 
1870... 6-40 96 - 73-1 249 ©6©| 923 ee 
1871... 7-10 100 77-8 256 | 929 awe 
1872... 8-05 109 80-9 23-8 | 927 —_ 
1873... 7:95 111 78-4 23-4 | 932 761 
1874... 7-40 102 79-4 21:9 | 936 764 
1875... 6-55 96 | 747 218 | 929 749 
1876... 6-05 9 | 69:8 22-7 | 944 747 
1877... 5-95 94 69-3 245 | 979 740 
1878... 5-70 87 71:7 25-4 | 937 690 
1879... 5-60 83 73-9 23-8 | 927 155 
1880... ... 6-45 88 80-3 21-9 939 747 
ae 6-70 85 86-3 21-2 952 739 
1882... ...| 6-85 84 89-3 21-0 934 158 
1B. cast 6-75 82 90-1 196 | 940 772 
1884... 6-55 76 94-4 20-9 | 957 748 
1885... ... 5-90 72 89-7 22-3 966 723 
1886... 585 69 92-9 21-8 947 744 
ee 6-00 68 96-6 21-7 | 950 748 
1888... ... 6-35 70 99-3 22-6 | 963 759 
1889... ... 6-70 72 102-0 25-4 | 947 746 
1990... 7-05 72 107:2 24-4 935 757 
BOB ce ane 6-55 72 99-7 26-8 961 752 
1892... ... 5-95 68 98-0 30-1 922 761 
1893... 5-70 68 91-8 32-4 | 930 728 
1894... 5-55 63 96-5 37-2 | 941 748 
1895... 5-80 62 102-4 40-8 947 741 
1896... 6-10 61 109-5 41-6 950 756 
1897... 5-85 62 103-4 | 485 947 750 
1898... 5-80 64 992 | 589 | 932 735 
1899... 6-10 68 98-2 63-0 | 956 744 
| | 
| i ¥ 9. | y 
1900... { | 6-85 75 100-0 523 | (944 741 
1001... ...| 6-75 70 101-1 536 86| 956 739 
1902... ...| 6-75 69 102-6 610 | 957 720 
1903... | 6-90 69 104-9 673 | 942 749 
1904... | 7-05 70 105-7 71:3. | 950 766 
| | 
1905... ...| 7-70 72 112-2 781 | 955 756 
1906... ... 8-65 77 117-8 82:7 | 944 767 
1907... .«s 9-70 80 127-2 849 | 936 751 
1908... ...| 8-55 83 | 122-9 910 | 958 750 
1909... ...| 8-50 74 | 1206 93-3 926 741 
IGIO... cect 9-60 78 | 129-2 93-5 927 751 
1911... .../ 10-00 80 131-1 94-9 940 178 
1912... soe] 10-70 85 132-1 95-8 947 753 
1913... ...| 11-50 85 | 142-0 93-4 949 770 
1914... | | 














THE DISINTEGRATION OF THE AUSTRO-HUNGARIAN 
CURRENCY 


THE collapse of the Austro-Hungarian Monarchy amid violence 
and anarchy, in November, 1918, was necessarily followed after 
the shortest possible interval by the disintegration of the joint 
currency. 

To account for this the following facts must be considered :— 

Whenever a change occurs in the value of the irredeemable 
paper currency in any portion of an area where a uniform cur- 
rency exists, then as long as this process of changing goes on, 
and as long as the joint currency continues, we find a corre- 
sponding inverse change in the values of other goods—whether 
commodities, claims or titles to property—not justified by the 
production or consumption in the separate provinces which con- 
stitute the area, and hence a like variation in the real income of 
the same provinces. 

If the joint currency is abandoned at a moment when the 
changes which have set in in the distribution of money are still 
going on, and if every province recognises as legal tender, and 
identifies as such, only those notes which were actually within 
its own borders at the date of separation, the effect produced by 
the variations in the value of money on the distribution of other 
goods and of income is perpetuated, and produces a permanent 
effect on the distribution of aggregate wealth between the 
different provinces. 

The same effect is produced when a new issue of paper money 
is handed over by the issuing authority, either to the State for 
the purchase of goods destined for the use of one province only, 
or to the inhabitants of a single province, and when, as must 
generally happen, the new issue, or a part of it, passes over into 
other provinces in the ordinary course of trade. 

We have described an extreme case, which is not often met 
with in actual life, for the following reasons :— 

(a) The breaking up of an area served by a uniform currency, 
or the cutting off of essential parts thereof, is a comparatively 
rare event, and when it does occur, questions of currency are 
usually settled by agreement. 

(b) The proportions between the average currency require- 
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ments of the different provinces do not as a rule vary much when 
considered over a long period of time. 

(c) The changes in the sum total of circulating paper money 
are regulated in such a way that new issues are made to benefit 
all provinces alike. Money issues for State purposes are either 
used for the payment of expenses which concern the entire State, 
as in the case of the war issues in territories belonging to one 
State only, or they are distributed in more or less fair proportion 
among the different States which share the same currency, as in 
the case of Austria and Hungary during the war. If loans are 
floated at the same time as the new money is issued, all the 
territories which share in the currency get the benefit of the 
interest earned, according to one or the other principle described 
above. 

All the States which succeeded the Austro-Hungarian Mon- 
archy were threatened with a dislocation of values of the kind 
described, when it became clear that the common currency would 
sooner or later be broken up, without the adoption of any 
measures that might have safeguarded the interests of the 
separate States.1 It was against the interests of each of these 
States that any one among them should be given new bank-notes 
or credits from the Austro-Hungarian Bank, for it was to be 
expected that such bank-notes or credits would be used in the 
ordinary course of business for sending remittances to the other 
States, and there was no guarantee that the holding of a larger 
amount of bank-notes, or of larger deposits with the Austro- 
Hungarian Bank, would be of any value on the final day of 
reckoning. On the other hand, each of the States had a deficit 
in its own Budget, which could only be met by the issuing of 
new paper money. Furthermore, each of the Succession States 
dreaded lest the others should somehow succeed in transferring 
to it a part of the money circulating within their own provinces. 

Despite all these apprehensions and difficulties, the States 
termed “Austria” and “Hungary” after the break up of the 
Monarchy were not in favour of a premature dissolution of the 
joint currency. For the financial winding up of the old Austria 
and the old Hungary (the two States of the Monarchy had no 
debts in common) left them with only two alternatives: either 
the liabilities of the Dual Monarchy must be distributed among 
the separating provinces according to their individual economic 
capacities, or else the new Austria and the new Hungary would 


1 The question of what measures should have been taken, though theoretically 
interesting, is not to the point here, and will therefore not be dealt with. 
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have to shoulder a disproportionately heavy share of the burden. 
So as not to preclude the first alternative, they took their stand 
on the principle that the outstanding bank-notes and deposits 
should be honoured by the Succession States, not in proportion 
to the amount of currency actually circulating and of deposits 
held within their own borders, but according to their legitimate 
share of the debts with the Austro-Hungarian Bank contracted 
by the former Monarchy, and that their shares should be fixed 
according to their economic capacities. 

The other Succession States did not fall in with this view; 
they refused to make their newly-acquired territories responsible 
for adequate shares of the debts of the two old States. They had 
no scruples about nationalising the bank-notes circulating within 
their own borders. Czecho-Slovakia was the first to begin secret 
preparations for a separation of the currency; the Jugo-Slav 
Government, however, getting wind of these preparations, deemed 
it wise to steal a march on the other States, and in February, 
1919, suddenly decreed that the bank-notes held in Jugo-Slav 
territories, were to be handed over within a few weeks’ time to 
specially appointed authorities, in order that they might be 
marked with a special stamp. After that date none but the 
stamped notes would be legal tender in the former Austro- 
Hungarian territories. (In the old Serbian territories the Dinar 
note had prevailed in the circulation since the Armistice.) While 
the stamping was being effected the import of kronen notes was 
prohibited. 

This measure, which from the point of view of the Jugo-Slav 
Government was perfectly correct in theory, did not work out 
well in practice. The preparations had been hurried, and the 
stamping was consequently so badly executed that forgery was 
rendered very easy. And when, owing to the comparatively 
favourable economic conditions prevailing in Jugo-Slavia, the 
purchasing power of the Jugo-Slav krone rose above that of the 
unstamped note which remained in circulation in Hungary and 
Poland, forgers promptly availed themselves of this opportunity. 

For the rest, since Jugo-Slavia possessed no bank-note press, 
it is not easy to see how the Government could have obtained 
home credit without the aid of bank-notes with forged stamps 
which crossed her frontiers. Yet this home credit was indis- 
pensable to cover the deficit in her Budget. There might have 
been other alternatives : prices at home—in the absence of forged 
notes coming in to pay for exports—might have fallen, and 
existing resources might have proved adequate for the granting 
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of credit, and might have been used for this purpose. This 
method, however, could hardly—on account of the many existing 
sources of friction—have been put into operation with sufficient 
rapidity. 

The sum stamped by Jugo-Slavia amounted to about 7 billions, 
out of a total of 37 billion Austro-Hungarian notes circulating in 
February, 1919. 

In December the notes circulating in Jugo-Slavia underwent 
a second process of discrimination by stamping. On this occa- 
sion the Government, following the Czecho-Slovakian example, 
to be described later on, held back 20 per cent. of the notes 
handed in for stamping. As far as can be judged, this second 
stamping aimed at making forgery more difficult, and at pro- 
viding for the State currency requirements. In January the 
Government announced that the stamped kronen notes would be 
exchanged for new notes. For technical reasons, dinar notes, 
bearing a special stamp, are to be used for this purpose; these 
stamped dinar notes, except for their outward appearance, have 
no more in common with the ordinary dinar notes than the 
stamped kronen notes. The unification of the currency has not 
yet been achieved, mainly because the Government cannot decide 
on the relative values of kronen and dinars; this problem is still 
the subject of violent controversy. 

At the public money-changing offices of the Jugo-Slav terri- 
tories formerly belonging to the Austro-Hungarian Monarchy, 
dinar notes were at first accepted against 24 stamped kronen ; 
since August against 3; and since January against 4 kronen. 
The real rate of exchange of the dinar note was, until the last 
change effected in January, somewhat higher than the official 
rate. 

The Republic of Czecho-Slovakia followed the lead of Jugo- 
Slavia early in March. In order to prevent the flowing in of 
kronen notes, the frontiers were closed for goods and passenger 
traffic, as long as the stamping lasted. 

The Chancellor of the Czecho-Slovakian Exchequer, Dr. 
Raschin, had more in view than the nationalising of the currency. 
Fifty per cent. of the notes presented for stamping—with a few 
exemptions—were held back ; for these a Treasury Bond, bearing 
1 per cent. interest and not negotiable, was substituted. It was 
intended, when the proposed capital levy came to be made, that 
these bonds should be accepted at par in payment of the tax, 
and that any balance left after the discharge of this, should be 
cashed at par also. 
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By means of an exact record of the notes handed in, together 
with an inventory of other forms of wealth (bank deposits, shares, 
etc.), a property register was compiled, and the ground prepared 
for a levy on capital. The payment of the levy was to be secured 
by keeping back the 50 per cent. of notes, and at the same time 
blocking 50 per cent. of the bank deposits, while it was expected 
that people would, in order to evade the levy, leave a part of their 
bank-note hoard unstamped, and use this to buy property in the 
other Succession States. At the same time the reduction in the 
number of circulating notes would improve matters by enhancing 
the value of the currency. 

In November, 1919, the stamped kronen notes were exchanged 
at par for “Sokols,” the new monetary units of Czecho-Slovakia, 
issued by the Banking Department of the Treasury. 

As regards the attainment of Dr. Raschin’s aims, we may 
admit that the measures taken for a capital levy were more or 
less successful. As regards the attempted appreciation of the 
currency, it can hardly be ascertained how far the difference 
that has arisen between the value of the Czecho-Slovakian krone, 
and the German-Austrian and the Hungarian krone, is to be 
attributed to the reduction of the number of the former notes in 
circulation, and how far the more favourable economic conditions 
of Czecho-Slovakia may be held responsible. The writer inclines 
to the view that neither a reduction of the currency effected by 
the above-mentioned methods, nor yet a levy on capital, can have 
any appreciable influence on prices or on the rate of exchange. 
This view is supported by the fact that the internal purchasing 
power of money underwent no immediate change of any kind, 
and that it was only very gradually that a difference developed 
between the internal purchasing power of the two kronen. (This 
difference in purchasing power is not by any means as great as 
the difference produced between the two rates of exchange by 
speculation and intentional manceuvres.) 

The keeping back of the 50 per cent. proved an unfortunate 
measure, which later on the Government was compelled practic- 
ally to rescind. For the level of prices refused to adapt itself to 
the reduced amount of currency, and a very great scarcity of 
money ensued. The Government had no bank-note press at its 
disposal, nor could it utilise the bank-notes held back, since these 
were to be dealt with as blocked private property. It was there- 
fore left without any of the normal expedients for tiding over 
the difficulty, and was obliged first to resort to a moratorium, 
and then to return to many of their owners the notes which it 
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had previously kept back. Finally, the scarcity was alleviated 
by an influx of fraudulently stamped bank-notes. 

But the fatal defect of Dr. Raschin’s scheme for the 
nationalising of the paper currency was its inability to provide 
adequate safeguards against fraud. Although the method of 
stamping adopted was not quite so primitive as that of Jugo- 
Slavia—instead of mere printing, a stamp rather less easy to 
counterfeit was applied—there was yet sufficient margin left for 
forgery. As a matter of fact, a financial policy designed to effect 
an immediate rise in the value of the Czech currency as against 
the unstamped krone would inevitably have invited fraudulent 
stamping, even before the practice developed in the ordinary 
course. The natural consequence of this was that, between 
February and November, 1919, when the exchanging of the 
stamped notes for new currency was being accomplished, un- 
stamped notes to an amount certainly exceeding one billion, still 
circulating in Hungary, Galicia, and in the former Russian pro- 
vinces occupied during the war by the Austrian armies, were 
fraudulently stamped and introduced into Czecho-Slovakia. 

Owing to this wholesale forgery, many people were not willing 
to accept payments in notes of large denomination, or insisted 
on scrutinising these with a magnifying glass, and travellers 
bringing bank-notes into the country had to submit these to a 
similar scrutiny at the Czecho-Slovakian frontier. Ultimately, 
rather than leave the innocent to suffer for the fraud of others, 
the Czecho-Slovak Government was obliged to exchange the 
forged notes for new bank-notes. It is quite possible that, so far 
from preventing notes from flowing in from abroad in exchange 
for other values, the nationalising policy actually encouraged the 
process. 

The only official information we have of the exact amount of 
notes stamped is derived from a statement made incidentally by 
Dr. Raschin in one of his speeches. He estimated the amount 
of notes presented at 8 billions, the amount returned (purposely 
leaving the figure vague) at 5} to 6} billions. 

The amount of notes actually circulating in Czecho-Slovakia 
must have exceeded 8 billions. Some of the notes, however, were 
never presented by their owners, who preferred to avoid being 
mulcted of 50 per cent., and to supply themselves with a forged 
stamp at a more convenient opportunity. 

It was not until early in March that Austria and Hungary, in 
mutual agreement, resolved to follow suit. The Bolshevist 
Revolution prevented the stamping from being carried out in 
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Hungary, but in Austria it was accomplished by the end of March, 
and the compilation of a record of the sums handed in prepared 
the way for a levy on capital. The stamping was efficiently 
performed by printing over the notes, but there was in any case 
very little danger of fraud, since the Czech krone was expected 
to command a premium, and would consequently prove more 
advantageous to forge. Nor has any tampering with the notes 
been detected. The amount originally stamped was 7 billions, 
but by the middle of January, 1920, new issues had brought the 
circulation up to 13 billions. 

The Austrian financial authorities assumed that the liquida- 
ton of the Austro-Hungarian currency would be an equal charge 
on all the partners, and they endeavoured to avoid flooding the 
market with the Austrian krone (a real danger, since most of the 
kronen had been issued in Vienna) by earmarking the deposits 
made before the stamping began, and honouring them only in 
unstamped, or “old,” kronen. Thus such credits lost their pur- 
chasing power in Austria. This policy was bitterly resented by 
neutrals, but quite unjustifiably so, for, in accordance with the 
Peace Treaty stipulations regarding the liquidation of the Austro- 
Hungarian Bank, all old kronen accounts will shortly be con- 
verted into new Austrian kronen. 

In the course of the summer Italy and Roumania also pro- 
ceeded to nationalise the currency circulating in the provinces 
allotted to them. In the new Italian provinces the kronen were 
at first exchanged for lire at a rate of 24 kronen for 1 lire; later 
on, additional payments were made on the cashed kronen. The 
very favourable treatment accorded to the kronen was a kind of 
national gift made by Italy to the annexed provinces. Two and 
a half billions of kronen were cashed. 

Roumania did not convert the kronen, but only stamped them ; 
the public exchange offices in the newly-acquired provinces 
accepted first 2 and later 24 stamped kronen for one lei. 

Poland has not, up to the present, stamped the bank-notes 
circulating in Galicia and in the other territories administered 
by the Austrian military authorities during the war. She confined 
herself to prohibiting the import of kronen notes—without suc- 
cess—and fixed the official rate of exchange at 2 kronen for 
1 Polish mark. 

In Hungary the preparations for stamping were interrupted 
by the Bolshevist Revolution. The Soviet Government, for whose 
needs the stock of about 3 billions of unstamped notes found in 
the Exchequer and in the banks, did not suffice, put into circula- 
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tion about 3 billions of imitation notes, which were immediately 
identified, and which the peasants refused to accept in payment 
for their wares. The back of these notes was white, while the 
back of the note issued by the Austro-Hungarian Bank was blue, 
and “blue money’’ had already risen to a premium of 100 
per cent. during Soviet rule. The Post Office Savings Bank 
added to the circulation notes of its own to the amount of 
300 millions. 

The Government which came into power after the overthrow 
of the Bolshevists, fixed the nominal value of the “white notes” 
in circulation at one-fifth their original nominal value, and 
redeemed them at this rate. The notes of the Austro-Hungarian 
Bank, however, proved quite insufficient for this redemption, and 
for the other requirements both of the Government and of private 
commerce. The new régime found no stock of notes, and the 
Austro-Hungarian Bank could not, owing to the other calls on its 
press, supply more than a very limited number. The demand for 
currency was urgent, for the agricultural population was unable 
to spend on manufactured goods the money earned by the sale 
of foodstuffs, and was unwilling, in the prevailing conditions of 
insecurity, to deposit it with the banks. Thus money was with- 
drawn from circulation and hoarded. The Government was com- 
pelled to issue currency notes amounting to some hundred 
millions through the Post Office Savings Bank, but as the con- 
servative rural population would not accept these in payment of 
foodstuffs, they were quoted at a discount of several per cent. 
Later on, when confidence began to be restored, and the Austro- 
Hungarian Bank was able to supply more bank-notes, the discount 
vanished almost entirely, and the internal circulation returned to 
normal conditions. The unstamped note, and consequently the 
notes issued by the Post Office Savings Bank, now stand at a 
premium varying from 15 to 380 per cent. over the Austrian 
money. This may be due partly to the belief that the future of 
Hungary and Poland offers better prospects than that of Austria, 
and to the view (supported by very vague evidence) that the con- 
ditions of the Peace Treaty are more favourable to the unstamped 
than to the stamped notes. Or it may be due to the more satis- 
factory conditions of production and trade existing in Hungary 
and Poland. Or, again, it may be caused by the demand for 
unstamped notes created up to December by counterfeiters of 
Czecho-Slovakian stamps and by forgers of Jugo-Slav and Rouw- 
manian stamps at the present day. 

The following table, in terms of Ziirich quotations, illustrates 
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the depreciation of the kronen, and of the national currencies 
derived from it, during the past one and a half years :— 


Par = 24 kronen to the £. 





25 X.| 21. | 28 II. |29 III. (30 VIII.) 30 IX.| 201. 
1918 | 1919 | 1919 | 1919 1919 | 1919 | 1920 
Kronen circulating in the 
whole Austro-Hungar- 
ian territory .. .. | 52-75 | 76-50; 100 —_ — _ _ 
Unstamped Kronen .. | — — — 115-50 222 515 | 870 
New Austrian Kronen... | — | — | — | 115:50/ 218 | 575 /| 1130 
| | 
Czecho-Slovak Kronen.. | — | — 85-50 123 214 | 275 
Jugoslav Kronen A _ — 115-50 208 402 | 450 


























The Jugoslav krone is not quoted at Zurich; the calculation was made by 
comparison with the prices paid in Vienna for the Jugoslav krone. The same 
method was adopted to arrive at the value of the unstamped krone, this com- 
parison appearing more useful than the Zurich quotation. 


If we examine the enactments by means of which the Austrian 
Peace Treaty remodels the legal relations which existed before 
the collapse of the Monarchy between the Austro-Hungarian 
Bank, the holders of bank-notes and the debtors of the bank, we 
may well conclude that there is hardly any clause in the Peace 
Treaty so unintelligible or so obscure—even after minute analy- 
sis—as Paragraph 206, which deals with these questions. 

According to the only interpretation which does not lead to 
insoluble contradictions \—and a very free interpretation at that 
—the following essential stipulations are made by the Peace 
Treaty :— 

The Succession States are bound to redeem, under conditions 
to be settled by themselves, the kronen notes circulating in their 
own territory ; they are to keep the notes which they redeem on 
the former Austro-Hungarian territory separate from the notes 


1 The main point of the interpretation to which the attention of students 
of the Peace Treaty may be drawn, is the meaning which is attached on the one 
hand to the words “‘ securities issued by the Austrian and Hungarian Govern- 
ments and deposited with the Bank ” and on the other hand to the words “‘ other 
assets.’’ For it is possible to read an intelligible meaning into the enactments 
only if the first passage is not taken literally. ‘‘ Securities deposited ’’ must 
be understood to include all credits granted by the Bank to private persons 
(chiefly against War Loans as security) in so far as these are needed, according 
to the present balance of the money-issuing Bank, to bring up the direct Bank 
debts of the two former States to the equivalent of the amount of outstanding 
notes; accordingly, among the ‘‘ other assets’’ real property and gold must 
occupy the chief place. 
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which they redeem outside this territory, t.e., on what used to 
be their old territory outside Austria-Hungary, and they are to 
deliver them to the Reparation Commission. All other States 
wishing to secure any rights whatever for their subjects in respect 
of notes which were issued before October 27th, 1918, and had 
found their way outside the late Monarchy by June 15th, 1919, have 
likewise to collect and deliver these notes. As regards the notes 
which were either issued before October 27th, 1918, and brought 
into the country after June 15th, 1919, or issued after October 
27th, 1918, there is no obligation on the part of any State other 
than the Succession States to collect them, if the regulations of 
Paragraph 206 could be applied literally. There can, of course, 
be no compulsion as regards neutrals, nor do they appear to be 
offered any other inducement. For, as will be shown in detail 
later, no claims can be made in respect of notes issued before 
October 27th, 1918, and brought out from the old Monarchy after 
June 15th, 1919, whereas private holders of notes issued after 
October 27th, 1918, are allowed to claim their rights. Neverthe- 
less, the non-Succession States will collect both these classes of 
notes, because, as we shall see later, they will not be able to 
distinguish between them. 

According to the provisions of the Peace Treaty, there would 
appear to be eight separate classes of notes :— 

(a) Notes issued before October 27th, 1918, and redeemed by 
the Succession States on the former Austro-Hungarian territory 
(including the new Austria and the new Hungary). 

(b) Notes issued before October 27th, 1918, and redeemed by 
the Succession States on their own territories situate outside the 
borders of the old Monarchy—these notes having found their way 
to these territories before June 15th, 1919. 

(c) Notes issued before October 27th, 1918, and redeemed by 
the Succession States on their territories situate outside the 
borders of the old Monarchy, these notes having found their way 
to these territories after June 15th, 1919. 

(d) Notes issued before October 27th, 1918, collected by other 
States, which found them in circulation on their territories on 
June 15th, 1919. 

(e) Notes which were issued before October 27th, 1918, but 
which found their way into the territories of other States after 
June 15th, 1919. In the same category all the other notes issued 
before October 27th, 1918, which were not handed in to the 
Reparation Commission by one State or another. 

(f) Notes issued after October 27th, 1918, and redeemed by 
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the Succession States on what was previously Austro-Hungarian 
territory. 

(g) Notes issued after October 27th, 1918, and redeemed by 
the Succession States on their territories situate outside the fron- 
tiers of the old Monarchy. With regard to these notes, it is 
immaterial when they found their way into these territories. 

(h) Notes issued after October 27th, 1918, to be handed in by 
subjects of other States. 

No rights can be claimed in respect of notes under categories 
(c) and (e) either by the States which are bound to collect and 
deliver them, or by private owners. 

All other notes (except those of Class (a) redeemed by the 
Succession States on territory previously belonging to Austria- 
Hungary) entitle the holders to a lien on the sums due to the bank 
from customers on account of private loans—the amount involved 
in this lien to be such a sum as will bring the cover of the note 
circulation of the two former States up to the amount required 
by the previously existing currency regulations. Further, a right 
may be asserted to that portion of the claims against the new 
Austrian State and the new Hungarian State, which brings the 
above-mentioned loans up to the sum of the notes actually handed 
in; these rights belong to the bank, because the new Austria and 
the new Hungary have to accept responsibility for the total bank 
debts of the former Austrian and Hungarian States, less the 
amounts of the bank-notes of Class (a). Later on those portions 
of the debts taken over which cannot be shown to fall within the 
above regulations are to be cancelled. 

Furthermore, with respect to all the above-mentioned notes 
which were issued before October 27th, 1918, and with respect 
to the notes in Class (a)—these likewise were issued after that 
date—the collecting States possess a lien on all the other assets 
of the Bank, i.e., on the surplus portions of the claims payable in 
kronen which the bank holds for private customers on real 
property, foreign claims and gold. 

On two points, however, the Peace Treaty leaves us entirely 
in the dark, and until these are cleared up not a single step can 
be taken towards liquidation. What exactly is meant by the 
“rights of the holders of those bank-notes, for which the bank’s 
claims, as enumerated above, against the two States, and against 
private customers, stand as security”? And what are those 
rights to which the other assets of the bank are pledged? We 
might possibly interpret the first-mentioned group of rights, 
according to accepted tenets of finance, as claims to the delivery 














1920] DISINTEGRATION OF AUSTRO-HUNGARIAN CURRENCY 37 


of new Austrian and Hungarian currency at the ordinary rate of 
exchange obtaining within the two new States. To the second 
group of rights we can attach no meaning whatsoever, since the 
Austro-Hungarian Bank has never been obliged to exchange 
its notes for specie. The holders of these notes, therefore, 
have no rights beyond the exchange of their notes for new 
issues. 4 

But, apart from questions of interpretation, Paragraph 206 is 
open to the further objection that, even if its provisions could be 
carried out to the letter, holders of notes would find the value of 
these to be at the mercy of circumstances which are not of the 
slightest real importance. It is nothing short of absurd that 
kronen notes which were issued before October 27th, 1918, and 
happened to enter, after June 15th, 1919, into territories which 
did not previously form part of the Austro-Hungarian Monarchy, 
should not be honoured, whilst notes issued after October 27th, 
1918, have a right to redemption in kronen issued by the Austro- 
Hungarian Bank. It is equally absurd that the participation of 
the different States in the “other assets” of the bank should 
depend on the accident (which, by the way, is not even shown 
on the note itself 1) of how their kronen notes happen to be divided 
between issues prior, and issues subsequent, to October 27th, 
1918. 

But Paragraph 206 is altogether incapable of being acted on, 
for there is no evidence by which we can determine the exact 
spot—whether on territory previously included in the Austro- 
Hungarian Empire or previously outside it—on which the actual 
redemption of any particular notes was effected by the Succession 
States. Nor can there be any means of ascertaining whether 
notes, now current in the territories not previously belonging to 
Austria-Hungary, came in before June 15th, 1919, or afterwards. 

We must therefore conclude, quite apart from any question 
of injustice towards the new Austria and Hungarian States, that 
the Reparation Commission will have to draw up a new set of 
provisions for the liquidation of the kronen currency, in which 
only portions of Paragraph 206 can be incorporated. 

It would be beyond the scope of this article to conjecture 
what the future of the currencies derived from the Austro-Hun- 
garian krone may be. We can only express a hope, which may at 
present sound very Utopian—that an economic Danube Federa- 
tion, and a common currency holding good within its borders, 


1 The kronen notes always bear as the date of issue the 2nd of January of 
the year in which they were printed. 
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may do something to repair the shattered economic conditions of 
the territories belonging to the former Austro-Hungarian Empire. 
This would offer the advantages which large economic units, with 
@ common currency and traffic system, have over small economic 
units, and the further advantages which spring from union 
between countries adapted by natural conditions and _ historic 
development to supplement each other’s needs. 
KARL SCHLESINGER. 
Vienna. 











FURTHER OBSERVATIONS ON THE WORLD'S 
MONETARY PROBLEM 


Humanity has striven during thousands and thousands of 
years to make itself sovereign over surrounding nature, her 
forces as well as her materia. The result is what we call civilisa- 
tion. In one case, however, humanity seems to have consented 
for ever to be the slave of a materia. That is in the case of gold. 
Of course, man has applied all his technical superiority to the 
work of winning the gold out of the stores of nature. In that 
respect he has nothing with which to reproach himself. But to 
the scantiness or abundance of the supply of gold thus given he 
has committed a commanding influence over what is called his 
economic life, that is, over the whole of his efforts to win the 
means for satisfying his needs. So late as the end of the nine- 
teenth century, he has, e.g., for more than two decades allowed 
a scarcity of gold to retard his economic progress and keep down 
the productivity of his work. 

The critical point to which the war has brought the economy 
of the world makes it very natural that we should now earnestly 
ask ourselves if we really are willing further to submit to such a 
state of things. The decrease in the monetary demand for gold 
in comparison with the more and more abundant supply of paper 
money has brought the value of gold down to about half its pre- 
war level, with the consequence that, as is seen in the United 
States, the prices of commodities in gold have risen to about 
double what they were before the war. Though this enhance- 
ment of prices has certainly been a most injurious process, the 
inverse process of bringing prices down again to their old level 
would probably be still more disastrous. The prospect of a long 
period of falling prices would kill all enterprise and impede that 
reconstruction of the world which is just now so very urgent. 
A rise in the value of gold would also, for many countries, make 
the restoration of the gold standard much more difficult, not to 
say impossible, and in an immense degree aggravate the already 
oppressive financial burdens of the Governments. It seems, then, 
natural enough that the world should now wish to prevent gold 
from rising again in value. 
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This, so far as I can see, can only be done by some sort of 
international agreement to keep down the world’s monetary 
demand for gold. A restoration of the use of gold as a circulating 
medium, and of the former requirements as to gold covering for 
the liabilities of the central banks, would without doubt mean a 
violent rise in the value of gold and a corresponding fall in the 
general price-level. These two sources of demand for gold must 
consequently be laid under a control to be internationally agreed 
upon. Perhaps, for instance, it would be found expedient to 
melt down all existing gold coins and stop all further coinage of 
gold. But this would not be enough. It will, without doubt, 
also prove necessary to put a limit to the demands of the central 
banks for more gold. The case of England is illustrative of this 
necessity. If the prescribed limitation of the issue of currency 
notes to a maximum of £320°6 millions is to be carried through, 
as the latest acquisitions of gold by the Bank of England seem 
to indicate, by aid of an increase in the note circulation of the 
bank, no rise in the internal value of English money will be 
achieved. But the necessity of acquiring more gold will 
strengthen the world’s demand for this metal and help to enhance 
its value. If other countries should follow this example, this 
enhancement might become very embarrassing. 

But there are also other difficulties to be taken account of. 
The withdrawal of gold from circulation and the disappearance of 
all definite standards of gold-cover have in a most serious degree 
impaired the stability of the value of gold. If gold is to be used 
henceforth as a monetary standard, it is, therefore, necessary to 
take special measures for stabilising the value of the metal. As 
these measures, which would mainly consist in the establishing 
of appropriate and stable principles in regard to the gold-holdings 
of the central banks, naturally must be of an international 
character, the whole problem must be laid before an international 
conference, and this point has seemed to me to be one of the 
strongest grounds for the early summoning of such a conference. 

So far my views coincide, I think, pretty nearly with those 
set forth by Mr. Hawtrey in his very able and instructive article 
on “The Gold Standard” in the last issue of this JouRNAL. I 
wish, however, to call attention here to another difficulty which 
seems to have escaped the attention hitherto even of those who 
have become aware of the importance of the problem of stabilis- 
ing the value of gold. This difficulty arises in connection with 
the production of the metal. 

If we have a stabilised monetary demand for gold, we must, 
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of course, have an annual production of gold corresponding to the 
general rate of economic progress of the world, and, in addition, 
sufficient to cover the yearly waste of gold. This normal annual 
demand for gold amounted, during the period 1850-1910, on an 
average to about 3 per cent. of the total accumulated stock of 
gold in the world at the time. Of this sum 0°2 per cent. covered 
the loss of gold and 2°8 per cent was added to the world’s stock 
of gold. Thus the stock of gold, and therefore, also, the annual 
addition to it, increased on an average by the yearly percentage 
of 2°8. Assuming the same rate of progress in the years before 
us, we should need at present an annual production of gold of 
about £100 millions, increasing in subsequent years at the rate 
of 2°8 per cent. yearly (cf. my Theoretische Sozialékonome, 
Leipzig, 1919, § 54).? 

In 1915 the world’s production reached approximately this 
sum. But the rise of prices of commodities in terms of gold 
units has hampered the production and brought it down consider- 
ably below the figure attained in 1915. In the Transvaal the 
falling off of the production has not been very marked, but still 
a reduction from the maximum of £39°5 millions in 1916 to 
£35°8 millions in 1918 and a somewhat lower figure in 1919 has 
taken place. Much greater has been the decline in the gold 
production in the United States, where a maximum of 101 million 
dollars was reached in 1915, but where the production for 1918 
was only 68 million dollars and for 1919 probably not more than 
55 or 60 million dollars. 

The production is consequently at present not sufficient for 
a normal increase in the world’s stock of gold. As the necessary 
annual production of gold would, under the assumed rate of pro- 
gress, in ten years be £132 millions and in twenty years £174 
millions, the danger of a quite insufficient supply of gold is much 
more imminent than seems to be generally recognised. Another 
factor is working in the same direction. Gold being the only 
commodity which has not risen in price while in countries with 
an effective gold standard other prices have been doubled and the 
general level of incomes has been raised in the same proportion, 
it is only natural that the demand for gold as a material for 
articles of luxury should have increased substantially. It is also 


1 It is generally believed that the stability of the value of gold depends on 
the accumulated stock of gold being very large in comparison with each year’s 
production. This fallacy is repeated in almost every text-book on the subject 
and even so acute a writer as Mr. Hawtrey yields to it. In reality, the accumu- 
lated stock should not be “‘ very large,’”’ but simply 33 1/3 times as large as the 
annual production. 
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known that the use of gold in the arts is growing rapidly. This 
consumption threatens, indeed, to absorb a large part of the 
diminished annual production of gold. What is left for monetary 
use will then be very insufficient for the necessary regular increase 
in the world’s monetary stock of gold. This deficiency must 
result in a progressive scarcity of gold and a consequent con- 
tinued rise in its value. This result could only be avoided if new 
goldfields were discovered and developed in the proportion neces- 
sary for a normal supply of gold. But leaving such a possibility 
out of consideration and assuming the production of gold to 
remain about constant, we have to face a growing scarcity of gold 
and a continued depression of prices. 

It will therefore probably be necessary not only now to pre- 
vent the monetary demand for gold from resuming its old 
dimensions, but also to regulate henceforth this demand with a 
view to reducing it gradually, as the growing scarcity of the 
supply of gold may require. If we further take into consideration 
the possibilities of changes in the conditions of gold-mining, we 
shall find that the scope for this regulation of the monetary 
demand for gold may easily be considerably widened. Thus the 
task may seem to involve great difficulties. But if we are not 
prepared to abolish at once and for ever the use of gold as a 
standard of value, we clearly must do something for stabilising 
the value of gold, and this is certainly not possible without a 
rational regulation of the monetary demand for gold. 

It is interesting to compare this expedient with the well- 
known plan of Professor Irving Fisher for stabilising the dollar. 
Professor Fisher accepts the variability of the value of gold as a 
fact, and would stabilise the dollar by varying its gold content. 
This plan met with some difficulties as long as an actual circula- 
tion of gold coins had to be taken into account. But if we can 
suppose all gold in monetary use concentrated in the vaults of the 
central bank, it will only be necessary to regulate the price at 
which this bank buys or sells gold. If gold becomes abundant 
and sinks in value, the bank would only have to lower its price 
of gold in a corresponding degree. In this way the monetary 
standard could be made independent of the variations in the value 
of gold and kept at a constant value in comparison with com- 
modities. But in that case it is very difficult to understand why 
gold should not be dispensed with altogether for monetary pur- 
poses. It would have lost its function as a coin, as well as that 
of a standard of value. The latter function is fulfilled when the 
price of gold is fixed in the monetary unit of the country, the 
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value of this unit following the value of gold. But the essential 
point in Fisher’s system is that the price of gold should not be 
fixed. The necessary stability should be given to the monetary 
unit by fixing the price of the mass of commodities comprised in 
the calculation of the index-number. Clearly, gold has nothing 
to do with such a standard, and the quotation of its price by the 
bank would be of no use from the monetary point of view except 
so far as it could facilitate payments to other countries. But 
this end could just as well be attained by a quotation of the 
exchanges on these countries. Only for payments to less- 
developed countries still desirous to have gold could a quotation 
of gold perhaps be of some use. 

Professor Fisher’s plan means, therefore, in principle, the 
ultimate abandonment of gold as a monetary standard. If we 
wish to retain gold as basis of our money we certainly must fix 
the price of gold in our monetary unit. But if we, at the same 
time, wish to keep the general level of prices as constant as 
possible, we must take measures to regulate the value of gold, 
and we then come to the regulation of the monetary demand for 
gold proposed above. Having regard to our bad experiences with 
paper money in recent years, most people would probably find it 
highly desirable that the paper money of the future should be 
redeemable in gold at a fixed rate. For payments to other coun- 
tries this guarantee would without doubt be of real importance. 
A redemption at a variable rate would never present the same 
degree of security, at least not in the eyes of the public. 

Of course, the advantage of a stable value of gold could not 
be had for nothing. In periods of superabundant supply of gold 
the central banks would have to buy up large quantities of gold, 
and in a corresponding degree to diminish their income-yielding 
assets. They would thereby suffer a loss of income. From the 
point of view of social economy a stabilised value of gold would 
mean, at such periods, an unnecessary and therefore wasteful 
extension of the production of gold. The system of Professor 
Fisher has the advantage of discouraging, in periods of abundant 
supply, the production of gold by lowering its price. But, leaving 
the possibility of very great new discoveries of gold out of con- 
sideration, we have rather, as is shown above, to reckon for the 
future with a growing scantiness in the supply of gold. Under 
such circumstances, it is a distinct advantage to cut down the 
monetary demand for gold instead of keeping up a very un- 
economical production by raising the price of the metal. 

Under a growing scarcity of gold it would perhaps ultimately 
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seem impossible for the central banks to reduce further their gold 
holdings. They would then probably find it expedient, in order 
to avoid a fall in the general price-level, to raise their price of 
gold. This would mean the victory of the Fisher system. But, 
as I have already explained, there is no reason to believe that 
such a system could be anything more than a transitional stage 
to a definite abandonment of gold as a monetary standard. 

It is often believed that we might check the present inflation 
by simply reverting to work and bringing up the world’s pro- 
duction to its old level. Some people even go so far as to expect 
a complete restoration of the old purchasing power of money by 
keeping the present supply of means of payment unaltered while 
an increasing production grows up to a level with it. But this 
would be rather a slow process. With a normal rate of progress 
of, say, 3 per cent. a year, it would take thirty-one years to over- 
come an inflation of 250 and nearly thirty-eight years to fill up 
the abundance of money in a country where the inflation has 
reached 300. To put an artificial restraint on the world’s supply 
of means of payment during such a period is clearly quite out 
of the question. Besides, the continued fall in the general] level 
of prices which would be the result would, of course, hamper all 
enterprise and cause a severe economic depression. Under such 
circumstances it would be vain to expect that normal progress 
of the world’s production on which the whole plan rests. We 
must, therefore, without doubt, in the main take the present level 
of prices in the actual gold standards, e¢.g., in the United States, 
as given, and adjust our monetary demand for gold so as to keep 


up this level of prices. 
GusTAV CASSEL 


DJURSHOLM, SWEDEN, January, 1920. 





I must use this opportunity for an answer to some remarks 
by Miss Van Dorp in the last number of this JouRNAL. She 
attacks me for holding the popular view that an export-surplus 
must cause the money of a country to rise in value in foreign 
places above its purchasing-power parity. But I have never said 
that and never thought that. On the contrary, I have directed, 
during all the years of war, a considerable part of my scientific 
work to efforts to destroy the popular fallacy that the movements 
of the exchanges could be explained by the balance of trade. 
The exchanges are, according to my theory, determined essen- 
tially by the purchasing-power parity between the monetary 
standards compared. A deviation from this purchasing-power 
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parity is possible on two main grounds: (i) The prices of the 
goods exported from a country may not truly reflect the general 
price-level of that country. If they, e.g., have risen more than 
this level, the money of that country will probably be valued 
abroad somewhat lower than would correspond to its purchasing- 
power parity. Thus the exceedingly high price of export coal in 
England probably is the main cause of the undervaluation of 
sterling in Sweden which existed during 1919. Miss Van Dorp 
touches this point on p. 501, but does not further develop it. 
(ii) Every one-sided interference between the trade of two coun- 
tries, e.g., prohibitions ‘of exports or of imports, custom duties, 
etc., must cause the rate of exchange to deviate from its pur- 
chasing-power parity. Miss Van Dorp does not seem to have 
understood this most important cause for a deviation of an ex- 
change from its purchasing-power parity. At any rate, her 
quotation on this point of my article in No. 112 of this JouRNAL 
is quite misleading. Her objections against my views on the 
connection between inflation and the increase of paper money 
(p. 501) are, to say the least, unnecessary. Of course, I have 
never denied that a reduction of the “consumption stock” to 
the half would have the same influence on inflation as a doubling 
of the stock of money. But I have emphasised, during the war, 
the overwhelming influence of the abundant supply of money, 
and that for the simple reason that where the stock of goods has 
perhaps been diminished by 20 or 30 per cent., the stock of 
money has usually been augmented by 200 or 300 per cent. And 
I still venture to think that it is very important to clear up 
popular opinion on this point.—G. C. 








CLASSICAL PRINCIPLES AND MODERN VIEWS OF 
LABOUR 


Says the Peace Treaty: “In fact and in right the labour of 
a human being should not be treated as merchandise or as an 
article of commerce.” Says Ricardo: “Labour, like all things 
that are produced and sold, and which may be increased or 
diminished in quantity, has its natural and market price.” Which 
of these two rival principles is going to hold the field? Before 
the war we accepted in the main the view that labour was a 
commodity, fundamentally akin to merchandise and articles of 
commerce, that it was bought and sold, and that the payment 
made for it, like the payment for other commodities, tended in 
the long run to be equal to its value! Now we have the Peace 
Treaty denouncing this treatment of labour as an offence against 
both “fact” and “right.” Unless we are prepared to dismiss the 
Labour Charter of the Treaty off-hand as nothing but sound, 
designed to allay fury, it behoves us to inquire how far the facts 
already justify this novel view of labour; what will be the 
ultimate results of carrying the new policy into effect; what are 
the conditions essential to its success, and whether these can be 
permanently maintained. The life of the Treaty has not yet 
passed the space of the short period. Who knows whether in the 
long run the Ricardian principle will not find means to revenge 
itself ? 

The period of the war has seen certain clearly-marked develop- 
ments in the remuneration of labour. It has seen, first, a very 
great rise in money wages; second, a new departure in the prac- 
tice of adding a bonus, war-wage, or cost of living advance to 
the basic rates of wages; and, third, the perfection of this policy 
in the regulation of wages by a sliding-scale governed by an index 
of the cost of living. This last development has lately acquired 
special prominence in the popular view by its introduction into 
the settlement which is to govern the future wages of railwaymen. 
Each of these influences which have affected the payment for 
labour in the last six years has an important bearing on the 

1 The term “value” is used throughout in its purely economic sense ; 
without a savour of ethics. 
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question how far the reward of labour has become divorced from 
its value—in precise terms the value of its net product at the 
margin. The method of automatic regulation of wages by the 
movements of the cost of living probably has most significance in 
this connection, but the rise in wage levels and the prevalence of 
the bonus idea cannot be ignored. Let us deal with these lesser 
matters first. 

In order to ascertain whether the general trend of wages 
during the war and after has been such as to be gratifying to 
the doctrinatre theorist or the reverse, we need to know two 
things. What movements in real wages do the observed move- 
ments in money wages portray? And what are the changes in 
the value of labour which the general disturbance of economic 
conditions would lead us to anticipate? If the answers to these 
two questions bear any similarity, then the time-honoured con- 
ception of labour as a commodity is still justified. Those who 
wish to denounce it must give up the plea of fact and content 
themselves with that of right. Unfortunately, to ascertain what 
has actually happened to real wages during the war, still more 
what have been the movements of demand and supply, would 
require an immense amount of detailed research into facts, of 
which those that are accessible are frequently presented in an 
incomplete and misleading form, whilst others can scarcely be 
said to be accessible at all. However, there seems to be a general 
agreement on rough outlines; if this is a consensus of error, time 
and riper study will doubtless dissipate the product of human 
fallibility. In the Labour Gazette of May, 1919, a sketchy 
attempt was made to summarise the changes in wages which had 
occurred during the war. The final conclusion reached is that 
“rates of wages, for manual workers generally, have been more 
than doubled during the war”; and there is “little doubt” that 
the general average increase on pre-war rates lies between 100 
and 120 per cent. As between trade and trade it is found that the 
trades which led the way in the grant of successive increases were 
the munition and transport trades, together with certain other 
industries (e.g., coal-mining) in which “the supply of labour has 
been much below the demand.” In the building trades a general 
average increase (weighted in proportion to the numbers of men 
employed in different occupations) of nearly 110 per cent., reduced 
perhaps to about 100 per cent. by shortening of hours, is recorded. 
‘For ‘“‘all classes of workers in coal-mines” the figure given is 
from 110 to 120 per cent. (apparently including the Sankey wage). 
Tron and steel millmen in the principal districts “have mostly had 
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increases of 113 to 117} per cent.,” “corresponding amounts” 
being awarded to iron puddlers in the same districts. “Steel 
smelters, pitmen, etc., generally have received advances ranging, 
for the higher-paid men, from 60 per cent. to 77 per cent.” “In 
the case of the lower-paid men, the increase has varied according 
to the pre-war rates, being over 150 per cent. for labourers rated 
at, say, 22s. 6d. per week before the war.” In the South Wales 
tinplate trade the graduated war bonuses have been given in 
inverse proportion to basic rates, the figures ranging from 50 per 
cent. for workers earning over 130s. a week up to 115 per cent. 
for those earning from 20s. 1d. to 30s. a week. To turn to tex- 
tiles, in the cotton trade the advance on pre-war rates is given as 
105 per cent., apart from “special increases” for particular classes 
of workpeople, including the important class of spinners. In the 
woollen and worsted industry in Yorkshire, ‘the recognised per- 
centage increases vary considerably in different sections.” For 
different classes, figures of 107 per cent. (subject to a maximum 
of 32s. 1d. a week) ; 852 per cent. (male piece-workers) ; 91 per 
cent. (female piece-workers) ; 644 per cent.; 106} to 125} per 
cent. are recorded. In the boot and shoe industry unskilled men 
had received advances of from 87 to 93 per cent. These are 
exclusive of advances made to neutralise the loss of earnings due 
to reductions of hours. 

At the time that this survey was published the cost of living 
figure stood at 105 per cent. over the level of July, 1914, having 
fallen from 110 per cent. in the previous month. In many in- 
stances, therefore, real wages appear to have been maintained, 
and in some cases advanced; for other classes of workers this 
was not so. Looking at wage-rates as a whole, the Ministry of 
Labour was apparently prepared to argue that they had been so 
adjusted as to allow of a substantial maintenance of real wages. 
This contention is corroborated by other sources, e.g., the War 
Cabinet Committee on Women in Industry, where numerous 
figures for the percentage increase in women’s wages in different 
occupations are worked out. The largest proportionate rise is a 
threefold increase recorded in the metal and munition trades. 

Later events have the same tale to tell. The Wages (‘Tem- 
porary Regulation) Act would in any case prevent a reaction in 
the downward direction; although, as will be seen below, it is 
possible that all the king’s horses and all the king’s men could 
not set the economic Humpty-Dumpty up again, if he fell off 
the wall on a side they had forgotten to watch. During 1919 
there have been many advances of wages, of which, however, a 
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very considerable number are simply designed to neutralise reduc- 
tions of hours. Net increases were secured in the engineering, 
boiler-making and shipbuilding industries, and spread thence to 
many allied metal trades. The woollen and worsted industry 
ended the year with a total advance on basic rates of 125 per 
cent. for time-workers and corresponding increases for piece- 
workers; in several branches the basis rates were themselves 
raised. In the textile bleaching, dyeing, finishing, etc., branches, 
the war wages reached 120 per cent. over basis rates in Yorkshire, 
with additions also in the other centres of the industry. The boot 
and shoe industry secured national minima for adult men and 
women workers. Printers, operatives in the furniture trades, 
bakers, carters, tramway and omnibus workers, agricultural 
workers, certain permanent Government employees, and the great 
majority of Police Forces, are other important classes to whom 
advances have been made. Whilst these further increases in 
wages have been in progress, the cost of living figure has climbed 
to 125 per cent. Finally, we may observe that the results reached 
by private investigators bear out the general conclusion that the 
real wages of manual workers have not on the whole suffered any 
diminution, and have in important instances advanced. And 
the man in the street, at all events if he is a fixed salary earner, 
is emphatically of a like opinion. 

How far do these data accord with the tendency for labour to 
sell for its value? It would appear that on the whole the orthodox 
view may still raise its head. It is true that industry has suffered 
from a shortage of capital in certain of its departments during 
the war. So far as this is the case, it would lead us to anticipate 
a diminished marginal productivity, and therefore a diminished 
value, of labour. But it is easy to exaggerate the shortage of 
capital ; and Mr. Hartley Withers has need to accuse “those who 
talk so glibly of the enormous destruction of capital by the war” 
of “looking at economic questions through a financial telescope.” ? 
And it is quite certain that a capital famine, if it exists at all, 
is most unequally distributed—or was, so long as the war lasted 
—throughout industry. The munition trades certainly escaped, 
at the cost perhaps of others. In them the productivity of labour 
was most unquestionably very high. And it is noteworthy that 
it is these trades which led the way in the general upward move- 
ment, and saw some of the highest rises. ‘Though there was an 
immense influx of labour into all occupations affected by the war 
boom—a cause in itself tending to diminish the marginal pro- 


1 Problems of War-Time Finance, p. 4. 
No. 117.—voL, xxx. 
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ductivity, and therefore the rate of payment, of the labour engaged 
in them—yet this influence was easily overborne by the rising 
tide of demand. There seems no reason to doubt that the services 
rendered to the community by the workers in the great industries 
whose basis is coal and iron have at least maintained their value. 
Outside these industries there has been, and to some extent still 
is, a very considerable shortage of labour. Again we are told that 
where the shortage has been most acutely felt, there the rise was 
most prompt. Again the theorist is justified. 

There is another feature of wage movements which also 
requires to be interpreted—that is, the tendency for wages fre- 
quently to rise proportionately more in the lower-paid than in the 
loftier ranks of labour.!. There are two possible explanations of 
this phenomenon, of which the one bears out the established 
principles of distribution, and the other suggests that a germ of 
something new is struggling to life. Even supposing that the 
value of labour in these industries is unchanged, or at all events 
has not risen as fast as the (real) wages paid for it, an explanation 
may be found in that such labour was previously “exploited,” in 
the only scientific use of that term; that is to say, that it received 
less than the value of its net product at the margin. In other 
words, there may be instances in which the factor labour, having 
been previously excluded from its theoretically allotted share of 
the product of industry, has, thanks to some oiling of the wheels, 
been enabled to move into its due heritage. Most probably it is 
in such cases as those of women’s labour and of the less skilled 
occupations that these conditions may be assigned as contributory 
causes of the prevalence of rates of wages higher than would other- 
wise have prevailed. Of course, it is generally acknowledged that 
in occupations requiring only low grades of skill, and in women’s 
industries in general, marginal productivity is itself low owing 
to overcrowding, but that does not preclude the possibility that 
clever industrial strategy may have in the past reduced the rate 
of remuneration below even this level. So far as rising wages 
are due to a readjustment of this kind, the principle of classical 
theory finds a better and not a worse realisation in practice. 

In passing we may notice that the possible extent of such 
exploitation is, in the view of one school of thought, very wide 
indeed. Those who base their economic theory ultimately on the 


1 Mr. J. E. Allen adopts as one of his conclusions, in a paper read before the 
Royal Statistical Society, the view that the rise in the lower grades of wages 
has more than kept pace with the depreciation of the currency. See the Economist, 
Dec. 27, 1919. Corroboration may be found in the figures of the Labour Gazette 
of which some are quoted in the text. 
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Marxian doctrine of surplus values see in a rise in the remunera- 
tion of labour (even in the face of circumstances tending to 
degrade its value) nothing at all incompatible with the principle 
that the reward of labour ought to be equal to the value 
of its net product; the fact that this result has not been 
achieved previously is ascribed to the general wrongness of the 
nature of things. In the terminology of the more socialistic} 
school of economists, however, the use of the term “ought” has 
a subtle ethical connotation which is rather different from the 
logical compulsion intended by the classical school. The latter’s 
contention that the reward of labour ought to be equivalent to its 
net product at the margin is on a par with that of the schoolboy, 
who, when faced with an unusual construction in a passage of 
Cicero, applied the standard of his primer, and remarked, “It 
ought to be in the accusative.” Secondly, the omission of the 
adjective “marginal” from the socialistic formula of distribution 
removes this poles asunder from the doctrines of rival schools. Be 
this, however, as it may, there is doubtless a certain field in which 
both schools can hail a rise in wages as marking the transition 
of their principles from the category of becoming to that of being ; 
only the Marxian field will be the wider. 

On the other hand, there is a possibility that the relatively 
more rapid progress of wages in the less-skilled occupations is 
partially due to the growth of a principle which is definitely 
designed to oust the commodity-view of labour. This is closely 
bound up with what was noticed at the outset as the second of 
the great developments affecting wages in the last few years—the 
invention of the bonus. A curious feature of the modern bonus 
is the difficulty that the powers that be have experienced in 
deciding whether the bonus should vary directly or inversely with 
basic rates of wages. The latter policy has a fairly wide vogue 
extending across the globe.2. The same result of a proportionately 
more favourable treatment of the lower grades is brought about 
also by the custom of paying a flat rate of bonus or war wage to 
all alike. The railwaymen’s famous 33s., now risen to 38s., is one 
of the best-known instances. It is possible that the significance 
of this practice lies partly in that it is an attempt to give expres- 
sion to the idea of a minimum standard of life and comfort. No 


1 T am aware that this adjective is illogical and obsolete. I use it, however, 
in default of any other, to describe a school of thought which, though possessing 
definite characteristics, has failed to acquire a more appropriate name from the 
lips of either friend or foe. 

2 The bonus paid to Japanese railwaymen, for instance, favours the lower 
relatively to the higher grades. 
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one is to receive less payment than will enable him to maintain 
this standard. If the value of his labour happens to be less than 
this minimum—well, the Peace Treaty has rendered obsolete the 
commodity-view of labour. Such, perhaps, is the argument. 
Wherever the policy of paying wages in excess of the value of 
the marginal net product of the labour which “earns” them 
becomes actual, there the Paris Conference plants a flag of victory 
on the economist’s grave. But many ghosts will rise after the 
slaughter of Paris, and the economist is likely to be among them. 

Another minor indication of the way things are going is given 
by isolated instances in which the principle of determining wages 
by family obligations has struggled to put in an appearance. The 
principal examples appear to be certain municipal tramways.' 
Here, again, the intention appears to be to make needs rather 
than values the criterion of payment. 

Much the most important change in methods of industrial 
remuneration has, however, been brought about by the invention 
of the sliding-scale which aims at keeping real wages constant 
by eliminating the influence of fluctuations in the cost of living. 
The most conspicuous example of this principle is seen in the 
recent Railway Settlement, which provides that, at the close of 
the temporary stabilisation period in September, wages shall go 
up or down at the rate of 1s. for every five points’ change in the 
cost of living index. A lower limit is set to the scale by the pro- 
vision that in no case shall wages fall below a figure which is 
100 per cent. above the average pre-war rate ; thereafter the cost of 
living may do its worst (or best), but money wages will stand firm. 
In the matter of such a scale, however, the railways are by no 
means an instance of splendid isolation ; a similar principle already 
governs wages in many other industries. The textile bleaching, 
dyeing, printing, and finishing, etc., tyades were the pioneers. 
Their example has been followed in the woollen and worsted 
industry by the spinning, manufacturing, wool-sorting, wool- 
combing, mohair and alpaca sorting, and warehouse sections of 
the industry in the West Riding, and by the flannel weaving 
trade in the Rochdale district. The worsted and lambswool 
spinners of Leicester have done likewise. Machine calico printing, 
asbestos manufacture, textile warehousing (Manchester), and 
shuttle-making (Leicester) are other occupations in which like 
methods have been adopted. The details vary in each case, but 
the general principle that wages are tied to the cost of living 
figure is everywhere the same. 


1 An effort to introduce a like principle into private industry is recounted in 
the Minority Report of the Committee on Women in Industry, p. 263n. 
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How do arrangements of this kind affect the question whether 
labour is or is not a commodity? So far as regulation by an index- 
number eliminates the arbitrary influence of currency disturbance 
upon real wages, it is a force which helps rather than hinders the 
realisation of old-fashioned principles of distribution. Before the 
war, faith in the stability of the monetary unit, if it had not a 
religious intensity, was, at least amongst the general public, far 
removed from the cynical agnosticism prevalent to-day. And, 
after all, it is the ideas of the profanum vulgus, odious though 
these may be to the economic mind, which direct economic forces. 
In consequence of this faith, when the currency did begin to 
indulge in antics, a maladjustment tended to result. Money 
wages would remain obstinately fixed, with the result that the 
real payment to labour ceased to correspond with its value in 
terms of commodities. As a general rule the demand price for 
labour would adjust itself first, since those whose psychology 
determines this price were usually the first to recognise changes 
in the value of money. So long as the supply price in any in- 
dustry remained unadjusted, a certain number of men would be 
thrown out of employment if the value of money had risen, or 
be attracted into the industry in the converse case. It was thus 
that the principle that the wages of labour must be equivalent 
to its value would reassert itself. By acting on the numbers 
employed it could ensure that the marginal productivity of those 
who remained in the industry was equivalent to the new real 
value of the constant money wage. Ultimately the supply price 
would adjust itself also, and equilibrium be established (other 
things being equal) with the same numbers employed at the same 
real, but an altered money, wage. The simple use of an index- 
number would avoid this very unsatisfactory process, and would 
be commendable if only because it eliminated the fluctuations in 
employment incidental to the circuitous methods otherwise in- 
volved. As a corollary, it follows that the directive force exer- 
cised by wage-rates would less often be misdirective. When the 
wages in any industry are above or below the natural price of 
the quantity of labour there employed, they tend to attract labour 
into the industry or to extrude it thence, until the equivalence 
of wages to the value of labour is re-established. If, however, 
the temporary disparity is due to unrecognised monetary causes, 
the attraction or expulsion is as arbitrary as its cause. Labour, 
therefore, is directed to the different parts of the economic system 
by sign-posts upon which the money machine has played a prac- 
tical joke. One of the principal merits of treating the labour of 
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a human being as merchandise is that this treatment professes 
to set in motion an automatic flow of labour to different occupa- 
tions in accordance with social needs. The regulation of wages 
by an index-number would remove one of the causes by which 
this profession may be rendered false. 

But not all changes in the cost of living are due to the vagaries 
of the currency. The cost of living has fallen very much in the 
past owing to improvements in the methods of production—in 
other words, to the growing productivity of labour. It used to 
be accepted that fixity of money wages provided a reasonable 
means of distributing fruits of this kind of economic progress. 
And, indeed, this view was quite unexceptionable in the econo- 
mist’s eyes. A change in the productivity of labour not merely 
does not oppose, but imperatively demands a change in its 
remuneration. If an index-number is adopted as the regulator 
of wages, the equivalence of wages to the value of labour will 
be disturbed by developments of this kind. Exclusion from such 
prospective benefits appears to have been one of the reasons for 
the reluctance of the railwaymen to accept the recent settlement. 

Moreover, the sliding-scale, especially when it has a rigid 
bottom, almost imperceptibly induces the idea that its function 
is to ensure that labour will not suffer from rising prices, even 
when its real value is falling, and economic principles clamour 
for a reduction in its remuneration. The sliding-scale provides 
an easy transition to the view that wages ought not, and need 
not, have any relation to what industry will bear. Its adoption 
is to this extent a victory, for the time being, for the Peace 
Treaty’s formula. Moreover, when the index is of the nature 
of that which controls the sliding-scales at present in force, the 
idea that the scale is an engine for keeping your position irrespec- 
tive of the movements of values is especially easily developed. 
An index-number is of necessity a very imperfect index even of 
that which it professes to indicate, as the discrepancies of different 
numbers, and the dubious assumptions on which alone their con- 
struction is possible, suffice to show. But in the measure that 
an index-number attains to its ideal of a representative character, 
it may be expected faithfully to reflect such variations pf the 
general level of prices as have their origin in monetary and not 
industrial causes. As I have pointed out, the regulation of wages 
by such an index has, from the point of view of economic theory, 
this much to be said for it, that it would make for the elimination 
of certain of those fluctuations in real wages which upset rather 
than secure the equivalence of wages to the value of labour. It 
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would shorten that “lag” of wages behind prices which was an 
accepted fact in pre-war treatises on the subject. Even the best 
index*number might, however, tend to the “artificial” main- 
tenance of real wages. A fortiori an index of the cost of living 
would lead in this direction. The index of the cost of living by 
which it is popular to regulate wages at the present time com- 
prises the principal articlés of food, clothing, fuel and light, 
house-rent, soap, soda, domestic ironmongery, pottery, tobacco, 
fares and newspapers, ‘“‘combined in accordance with their relative 
importance.” These commodities are chosen not because they 
are representative of the movements of that convenient abstrac- 
tion “general prices,’’ which is the criterion of selection for an 
index-number proper, but because they are the most important 
items in the working-class budget. The idea of maintaining a 
minimum standard of consumption of soap, soda, tobacco, etc., 
shines clearly through the construction of this index. In the 
result, wages in any one industry are to be regulated not in such 
@ manner as to draw a veil over the disorderly behaviour of the 
currency, but in accordance with an index which, while it is no 
doubt affected by monetary disturbance (who or what is not dis- 
concerted by this ugly duckling of the economic nest?) primarily 
reflects the relative position of certain other particular industries. 
That is to say, wages in any one industry are to be graded by 
what certain quite other industries might bear. And inasmuch 
as the prices ruling for the articles comprised in the cost of living 
figure are themselves largely influenced by wages in other indus- 
tries, the circle is completed, and the kitten is well set on running 
after its own tail. 

So, altogether, recent events show that we are making some 
attempts not to treat labour as merchandise or as an article of 
commerce, and to pay it in accordance with our preconceived 
notions and not with its value. It is no doubt possible to pay a 
man for being a man, to pay a woman for being a woman, and 
even to pay a child for being the offspring of its parents and 
a potential adult. (This last, if it is to be an integral part of a 
novel method of distribution, will make Malthus turn in his grave 
and set the neo-Malthusians shivering.) Subject to the ele- 
mentary limitation that it is not possible at any given moment to 
distribute more than the total product then in existence, it is in 
certain conditions quite possible (at least on paper) to distribute 
wealth on any principle we please. What, however, is wholly 
impossible, either on paper or off it, is to do this by a mere 
regulation of wages. It has already been observed that when the 
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payment for labour in terms of goods became divorced before the 
war from the value of its product, an adjustment was ultimately 
effected through the numbers employed. This principle*is as 
good now as it was then; and it is as applicable to cases in which 
the value of labour and its payment have been deliberately parted, 
as to cases where the separation has come about unawares owing 
to external causes, of which those connected with money are the 
most obvious. I have already hinted that the economist will rise 
from his grave, in spite of the Peace Treaty’s triumph; that the 
economic Humpty-Dumpty will not stay on the wall, in spite of 
the machinations of the sliding-scale. It is through reactions on 
the numbers employed that these events will be realised. Here, 
then, is the answer to the third of the main questions which were 
propounded at the outset. The treatment of labour otherwise 
than as merchandise or an article of commerce involves in the 
long run regulation of the numbers of persons employed, as well 
as of the rates which are to be paid to them. For as soon as 
the standard required by human beings whose labour is not 
merchandise rises above the value of that labour, a force is set 
in motion tending to drive them out of their employment, until 
the increase in the value of that labour which remains restores 
the equilibrium. Nothing but friction will keep them employed 
at all, and even in the gritty wheels of modern industry friction 
impedes, but does not for ever prevent. 

In this connection we may recur to the fact that attempts to 
get away from the treatment of labour as a commodity have not 
yet passed the duration of the short period. And the short period 
has been a period of boom. What will happen when the long 
run brings its turns of slack trade? How will it be possible to 
prevent unemployment if and when the value of labour falls 
and its remuneration is tied fast? The difficulties will no doubt 
be postponed longest in the case of such workers as the railway- 
men. The railway industry is one in which employment is 
exceptionally constant; it is an industry whence it is particularly 
difficult to expel labour even when there are strong forces working 
to that end. Still, it is not impossible to reduce employment even 
on the railways; it is certainly possible to refrain from increasing 
it to the extent that it would otherwise have been increased. In 
the event of a fall in the value of the work performed by railway- 
men, the recent settlement must entail unemployment, or less 
employment than would otherwise have been available. The 
same consequence will result (and more quickly in industries 
where the volume of employment is less rigidly defined) wherever 
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real wages are tied fast and the value of labour is falling. The 
only way by which the treatment of labour as a commodity can 
actually be escaped is by regulation both of wages and of numbers 
employed. 

But, of course, when we have reached this point, we have 
virtually renounced an individualistic system of industry alto- 
gether. And, after all, is not that the logical consequence of the 
high-sounding formula which is embodied in the Peace? It has 
been very truly remarked that the establishment of a national 
minimum wage is the nucleus of a Ministry of Distribution. 
(Perhaps that is why the Government has apparently shirked the 
grievous burden and accepted the principle of a minimum wage 
varying from trade to trade, and so presumably having some 
reference to the old-fashioned principle of what industry will bear, 
in the Minimum Wage Bill). It might indeed be possible in 
theory to regulate both wages and numbers employed by some 
kind of super-sliding scale. If this should result in paying labour 
more than its value, the wherewithal might conceivably be ob- 
tained by exploiting the other factors of production. If we hold 
that payments to capital are largely of the nature of a surplus, and 
that the supply of capital is controlled by circumstances indepen- 
dent of its remuneration, we may see a fair field for paying labour 
more than its value by sweating capital. But we are here on very 
uncertain ground ; and it would seem that in practice the difficulty 
of keeping real wages up and keeping employment up also in the 
face of a falling value of labour would be insuperable. 

The only practicable way to introduce a novel principle of 
distribution would in fact be to surrender the quasi-automatic 
system of industry which is the fundamental hypothesis of the 
commodity theory of labour. A deliberate and a conscious 
organisation of industrial forces for the satisfaction of our needs 
is quite conceivable. Jf production were arranged in accordance 
with statutory orders, if the factors of production were disposed 
by the edicts of the community instead of by the automatic 
directions of comparative values, then, and then only, would it 
be possible to treat labour otherwise than as a commodity. The 
classical principle would then be superseded not because it is 
false, but because its premises had themselves been superseded. 
Within its own sphere it would still be as inexorable as ever ; but 
the fact that industrial phenomena had moved into a new sphere 
would render its workings no longer of practical interest. It may 
well be questioned whether the authors of the phrase which 
heads the Labour Charter of the Peace Treaty have adequately 
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realised what a radical reconstruction of industry their dictum 
implies. 

Herein, perhaps, lies much of the significance of the modern 
nationalisation movement. Such industries as were nationalised 
before the war had been removed from private hands for a variety 
of technical and general causes. It is true that the anticipation 
of better pay and better conditions caused the workers to use their 
influence in favour of nationalisation on more than one occasion, 
and to press, often successfully, for these advantages after the 
transition to State management had been effected. But I do not 
know of any important instance of which it could be said that 
the desire to modify the distribution of the product of industry 
had been the main effective cause of nationalisation. It was an 
incident, not a cause. The socialisation movement of to-day is 
dressed in different colours. Amongst its primary motives is a 
redistribution of wealth and the destruction of the commodity- 
view of labour. The State, of all people, finds it hardest to dis- 
charge its employees; in this respect all State industries are like 
the railway industry (whether or not this is nationalised), “only 
more so.” Indeed, continuity of employment and better pay 
march hand in hand through the manifestoes of the nationalisers. 
Moreover, it is only by wholesale nationalisation that it is possible 
to abolish the rule of the classical principle of distribution, by 
the abolition of its premises in the manner above described. 

In this connection we may glance at two actual examples of 
recent socialisation. Insignificant in themselves, they are illus- 
trative of the possibilities which nationalisation alone affords of 
fancy distribution. Under an Act of March, 1919, draft regula- 
tions for the socialisation of the Austrian coal and electrical 
industries have been promulgated, which comprise the following 
principles of distribution for the former industry. The net profits 
from the production of coal are to be allocated on the basis of 
10 per cent. to reserve fund; 10 per cent. for extensions and 
explorations ; 20 per cent. to the salaried staff and the workers ; 
60 per cent. to the State and the Provinces. In the marketing 
branch of the industry (to be handled by a separate body) the 
division is to be 20 per cent. to general reserve; 134 per cent. 
to the Works Council for the benefit of the staff and workpeople ; 
66% per cent. to the State, which may use it as a special reserve 
fund. Secondly, a similar law for the socialisation of the boot 
and shoe industry provides for a socialised undertaking managed 
jointly by the State, the Co-operative Wholesale Society repre- 
senting urban consumers, and the Wholesale Purchase Society of 
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the Agricultural Trading Association, representing rural con- 
sumers. Net profits are to be divided as follows: one-quarter to 
manual and salaried workers, one-quarter to the State, and one- 
quarter to each of the two Co-operative Associations. The under- 
taking does not, indeed, cover anything like the whole industry, 
but the extension of socialisation is contemplated. 

These illustrations are not over-startling ; 20 per cent., 134 per 
cent., or even 25 per cent. of net profits is not an overwhelming 
addition to the payment of labour. And so long as we are left 
in the dark as to the first charges to be deducted before striking 
net profits, the figures are not in themselves of much value. 
Moreover, if the capital required for these undertakings is obtained 
by loans subscribed by individuals, if the workers are recruited 
in the ordinary way by the relative attractiveness of the job, then 
the State for all its mightiness will still be bound by the old 
shackles of economic text-books. The French Government is 
finding the truth of this. The State railways, we are told, are 
finding difficulty in attracting sufficient workers partly owing to 
the fact that “so many of the railway employees have transferred 
their labour to better-paid fields.” 1! Per contra the Bruay miners 
are deserting the mines because the Government offers 20 francs 
a day for navvies, and they have latterly earned only 15 to 17 
francs in the mines.” Still, thjs arbitrary distribution of profits in 
these socialised undertakings in Austria does at least contain the 
germ of more radical redistributions. The germ may die inactive, 
but that does not affect the fact of its presence. These and like 
illustrations of the modern nationalisation movement (doubtless 
more startling examples could be quoted from the first flush of 
Russian nationalisation) suggest that when the State has taken 
upon itself the tasks of accumulating and distributing capital, and 
has the power to direct the flow of labour by deliberate regulation, 
it will be able to do what it likes with the entire product of 
industry, as it already does with net profits. It need no longer 
give offence by treating labour as merchandise. But it is only 
when socialisation has become a system that this will be possible. 

In conclusion, it may be suggested that the attempted revolt 
against paying labour in accordance with its value is part of a 
wider attack on the whole economic concept of value. The move- 
ment is facilitated by the currency confusion and the obscuration 
of the forces ordinarily determining values, of which one con- 
sequence is the hopeless ignorance of the public mind as to what 
is a “proper price” for any class of goods. Efforts at State 


1 Economist, 3 Jan., 1920. 2 Ibid., 10 Jan., 1920. 
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regulation of prices seem to be a kind of compromise with the 
influences which seek to undermine the practical truth of the 
theory of value. But, whatever the attitude of State and public, 
it remaing true that those who elaborate schemes for the radical 
reconstruction of society embody in them new methods of price- 
fixation. To quote only one instance, Mr. Cole has lately 
observed ! that in the Guild Socialist State “the community will 
fix prices.” So be it. The community will doubtless have ideas 
of its own; but the value-concept as understood by economists is 
perhaps more fundamental than the man in the street is wont 
to think, supposing he ever gives his mind to matters so abstruse. 
Is there any guarantee that the old principles of desirability and 
scarcity will revenge themselves any less upon the effort to fix 
prices on the lines of a new conception of value, than do the 


words of Ricardo upon the fiat of the Peace Treaty? 
BARBARA WOOTTON 


1 At a public meeting in the autumn of 1919. 














THE PUBLIC FINANCES OF IRELAND! 


It is the aim of this paper to notice as simply as possible the 
changes produced by the war conditions in the revenue and ex- 
penditure of Ireland : as these are exhibited in the annual returns 
popularly known as the “Treasury White Paper.” There are 
always, of course, two White Papers; but one of them is a pre- 
liminary computation which leads up to the other. The principal 
White Paper is that entitled ‘““Revenue and Expenditure (Eng- 
land, Scotland, and Ireland),” of which the latest issue is for the 
financial year ended March 31st, 1919. (H.C. No. 163 of 1919, 
price 2d.) The other carries the clumsy title, ‘Imperial Revenue 
(Collection and Expenditure) (Great Britain and Ireland)”; it 
is mainly a computation by which the Revenues as actually 
“collected” in Great Britain and Ireland are adjusted so as to 
estimate the “true” Revenues really paid by the inhabitants of 
those two islands; but it also prints a retrospect of the figures for 
both Revenue and Expenditure over past years back as far as 
1819. (Latest issue is H.C. No. 162 of 1919, price 3d.) 


I.—The White Paper on Financial Relations. 


Whenever we use these White Papers we should pause to 
remind ourselves of the origin, the artificial character, and the 
quite unconstitutional validity of these seductive official docu- 
ments. The financial relations of England, Scotland and Ireland 
are so complicated that everyone welcomes the simplified statis- 
tical statement which these documents present with all the 
authority of the Treasury. This simplification has been achieved, 
however, by, making numerous artificial assumptions to which a 
casual reader may remain wholly inattentive. 

Many of these assumptions, on the Revenue side of the 
account, are innocent enough : being merely a process, based on 
sound statistical principles, for estimating the true figures of 
“revenue contributed” wherever the actual figures of the 
“revenue collected” are obviously insufficient until further 
adjusted. Formerly, there was a good deal of suspicion in 


1 Read before the Statistical and Social Inquiry Society of Ireland, 
January 23rd, 1920. 
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Ireland about the cryptic methods used by the Treasury staff in 
making out their estimates of the “true” revenue really paid 
by each country. But the investigation into the matter, made 
publicly and thoroughly in 1911, by the Committee on Irish 
Finance (known as the Primrose Committee) has now satisfied 
everybody that the adjustment of the Revenue figures in the 
Treasury White Paper is properly done: so there the estimated 
figures must be accepted as being as close to the realities as the 
available statistical material can enable us to get. In other 
words, the reports of that Primrose Committee (Cd. 6153 of 1912, 
price 34d. ; and Cd. 6799 of 1913, price 2s.) are the explanatory 
primer which must be read by anyone who seeks to understand 
the Treasury White Paper. It may, however, be remarked that 
fresh doubts have lately arisen as regards Revenue since the war : 
owing to the large commercial operations of Government Depart- 
ments in the purchase and sale of foodstuffs and raw materials, 
with the object of controlling prices and distribution. Whether 
the large profits made by these Departments in the course of 
this control have been properly brought into account, and allo- 
cated as revenue derived from particular portions of the United 
Kingdom, is a matter upon which I can express no opinion ; but 
it would be very advantageous if the public could now be supplied 
with the fullest information about this very indirect form of non- 
tax receipts. In the Miscellaneous Non-Tax Revenues for 1918-19 
there occurs an item called “War Contributions,” amounting to 
£40,371,000; but this is not allocated as between England, Scot- 
land, and Ireland, 1.e., it is placed under the category of ‘‘ Derived 
from other Sources.” How much revenue has Ireland contributed 
in that item? 

When we turn to the Expenditure side of the account—where, 
of course, we have to do with Exchequer Issues, not with the 
final or audited expenditure—we find in the White Paper that 
the whole expenditure of the United Kingdom has been sub- 
divided therein into four distinct expenditures described as 
expenditure for English, Scottish, Irish and Imperial Services 
respectively. In the words of the original White Paper (H.C. 
No. 329 of 1891) :—“All items of expenditure have, as far as 
possible, been divided between the three kingdoms according as 
expenditure is incurred on English, Scottish, and Irish services, 
without there being drawn any inferences as regards the equity 
of the contributions or the advantage derived from the expendi- 
ture.” In the picturesque language of Sir Edward Hamilton, 
an item of expenditure is deemed to be “for the special use of 
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Treland” if the item would “disappear supposing Ireland were 
sunk beneath the sea.” This is quite a good plan if the only 
consideration be the making out of an account of what the 
governing of Ireland is costing the United Kingdom. But unless 
we bear that one purpose in mind we may be misled, for it leads 
to some curious and unsuspected consequences. I will give three 
examples: (1) The cost of the Lord-Lieutenant is taken as Irish ; 
but the cost of the Crown is not English—it is taken as Imperial. 
(2) We have been always told, down to 1891, that the cost of the 
Royal Irish Constabulary was an Imperial Charge ; but the White 
Paper at once classified it as an Irish Charge. (3) We have heard 
that Great Britain had advanced many millions of pounds to carry 
through a scheme of Land Purchase for Ireland ; but the White 
Paper shows that every penny of the cost has been assigned as a 
charge on Ireland. Even when the English Parliament has by 
legislation expressly conferred an absolutely “free gift” upon 
certain people in Ireland (e.g., the £12,000,000 granted under 
Clause 47 of the Wyndham Land Act, 1903, to form a “Land 
Purchase Aid Fund” which was to add 12 per cent. to the price 
the landowner would get above what the tenant could agree to 
pay him), then the Treasury White Paper shows that the “free 
gift” is wholly charged against the recipient, Ireland—it can 
never be charged there against the generous giver, England. 

Now, as I said, this is all right if we are only “making out 
an account,” and that too “without there being drawn any 
inference.” But are no inferences being drawn? Suppose, as 
in some recent years, the expenditure on Irish Services happened 
to exceed the estimated “true” revenue contributed by Ireland : 
then the inference has been widely drawn that Ireland was 
insolvent. Let us stress the significance of the mere fact that 
this one inference has been drawn and has been accepted every- 
where—even in Ministerial circles. It means that this seductive 
little White Paper has now so fastened upon itself the attention 
of everybody that it operates on the public mind just like as if 
it were an Act of Parliament which had repealed the Act of Union 
between Great Britain and Ireland and also the Act of 1816 that 
consolidated the two Exchequers. That may seem a somewhat 
startling statement; but not to those who understand me. It is 
high time that we recall to mind that the White Paper has 
behind it the authority of no Act of Parliament, that it is nothing 
more than a statistical exercise which a few Treasury officials 
have worked out on a plan of their own devising by way of 
“making out an account.” 
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I1.—Financial Rights of Ireland under the Union. 


For the sake of a truer perspective, I want to interrupt myself 
just here while I briefly relate the constitutional privileges 
in matters of finance which are guaranteed to Ireland under 
the Act of Union. They are defined in Article VII. of the 
Union. 

The fundamental arrangement therein accepted by England 
is that (after certain circumstances have arrived, as specified) 
“it shall be competent to the Parliament of the United Kingdom 
to declare” that a new system of indiscriminate finance shall 
thenceforward obtain. This new system is described as one of 
“contributing indiscriminately, by equal taxes imposed on the 
same articles in each, to the future expenditure of the United 
Kingdom.” Then follow the words—‘That, from the period of 
such declaration, it shall no longer be necessary to regulate the 
contribution of the two countries towards the future expenditure 
of the United Kingdom, according to any specific proportion, or 
according to any of the rules hereinbefore prescribed.” Further- 
more, it is expressly stated, as a protection for Ireland, that this 
system of indiscriminate taxation, when it is in operation, shall 
be subject to two limitations, namely :—(1) “Such particular 
exemptions or abatements in Ireland, and in that part of Great 
Britain called Scotland, as circumstances may appear from time 
to time to demand ” ; (2) “In regulating the taxes in each country, 
no article in Ireland shall be made liable to any new or additional 
duty, by which the whole amount of duty payable thereon would 
exceed the amount which will be thereafter payable in England 
on the like article.” (English Statutes, 39 & 40, Geo. III. c. 67.) 
In short, the tax in Ireland may equal, but must never exceed, 
the like tax in England. 

Now, some four Committees of Parliament from 1811 to 1815 
had reported that the specified circumstances had arrived which 
made it competent for Parliament to declare for indiscriminate 
finance. Then by a statute of 1816 Parliament “declared” and 
set up this indiscriminate finance: the same statute also amal- 
gamated the two Exchequers as from January 5th, 1817 (56 Geo. 
III., c. 98). Pursuant to that Act all revenues in Great Britain 
and Ireland now constitute one general fund, called the Con- 
solidated Fund of the United Kingdom; and that fund has to be 
charged with and indiscriménately applied to (1) the respective 
services of the British and Irish debts; (2) the Civil List; (8) all 
other services previously charged on the separate Consolidated 
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Funds of the two Kingdoms; and (4) supply services of the 
United Kingdom. 

This word “indiscriminate,” of course, rules out any dis- 
crimination on geographical lines. Let us thoroughly understand 
that it applies alike to Revenue and Expenditure. In words once 
used by Lord MacDonnell: “The contract which England has 
made with Ireland is not unilateral, but bilateral. Under the Act 
(of 1816) indiscriminate taxation goes hand in hand with indis- 
criminate expenditure in both countries. If England imposes 
indiscriminate taxation on Ireland, as she does, Ireland has the 
right to claim indiscriminate expenditure. The proceeds of Irish 
and British taxation flow into one Consolidated Fund, and the 
claims on that fund of each part of the United Kingdom are not 
limited by that part’s contribution to it, or by geographical con- 
siderations : they are limited only by that part’s necessities, and 
by the capacity of the fund to satisfy them, consistently with 
meeting the necessities of the other parts.” (Address to the 
Institute of Bankers in Ireland, November 30th, 1911; Journal of 
said Institute, dated January, 1912.) 

One further point may be noted before I resume. There was 
nothing in the Act of Union about any future amalgamation of 
the two Exchequers. On the contrary, it laid down that even 
when indiscriminate finance came into operation and the con- 
tribution to joint expenses in any fixed proportions was ended, 
yet the “separate debts” of the two countries were still to be 
provided for by separate Budgets. Now, the Act of 1816 went 
further, for it united the separate debts, in order to have in the 
future but one Budget for the United Kingdom. ‘This taking 
over of Ireland’s separate debt by England is what Mr. Spencer 
Walpole’s History of England (Vol. I., p. 415) has called “the 
greatest boon ever conferred by one people on another.” Let 
us understand what occurred. The cash value, at the current 
prices of 1816, of the entire separate debt of Ireland was worked 
out for the Select Committee on the Taxation of Ireland in 1864, 
and it was found to be £86,992,931. (See H.C. No. 513 of 1864, 
Appendix 14, p. 410.) That included funded and unfunded 
liabilities, viz. :—(1) Permanent Debt Stock of £113,680,158 
nominal, valued at £78,825,724 ; (2) Terminable Annuities, valued 
at £2,862,592; (3) Hachequer Bills, valued at £5,304,615: 
making the total of £86,992,931. Ireland was “relieved” of the 
burden of this separate debt : she was then made to pay it three 
times over. The inexorable White Paper has shown how it was 
done. It sets out the true revenue contributed by Ireland and the 
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separated expenditure upon Irish Services for each tenth year 
back to the year 1819. (See H.C. No. 313 of 1894.) 


Ir1sH FINANCE AFTER 1817. 


Single Year. True Revenue. Trish Expenditure. 
1819-20... £5,256,564 “Se £1,564,880 
1829-30 ___... 5,502,125 Ke 1,345,549 
1839-40... 5,415,889 oes 1,789,567 
1849-50... 4,861,465 cee 2,247,687 
1859-60 __... 7,700,334 ae 2,304,334 
1869-70... 7,426,332 sae 2,938,122 

£36,162,709 £12,190,139 


These tenth years are set out as sample years in the White 
Papers since. (H.C. No. 162 of 1919.) We must multiply by 
ten to obtain approximately the whole contribution of Ireland 
to the Consolidated Fund of the United Kingdom during those 
fifty years, and the whole expenditure on Irish Services met 
by the same Consolidated Fund during the same period. The 
Consolidated Fund received 360 millions sterling from Ireland and 
spent 120 millions sterling upon Ireland, retaining a profit of 
240 millions sterling. Comment, in the “breezy” style of Lord 
Fisher, might be: “How is that for boon? I don’t think!” 


I1J.—Concelusion as to Irish Expenditure. 


My purpose in making this digression must now have become 
evident ; I wanted to show how unconstitutional is the process 
by which, in their White Paper, the Treasury had presumed to 
sub-divide the whole expenditure of the United Kingdom into 
four distinct expenditures, described as for English, Scottish, 
Irish, and Imperial Services respectively. That is not to belittle 
its utility as an analysis of the financial relations at the moment. 
But a knowledge of the constitutional position of Irish finance, 
as that position was set up by the Act of 1816, is necessary to 
avoid misleading inferences being drawn from the White Paper 
as to the solvency or otherwise of Ireland. The relative dimen- 
sions of Ireland’s Revenue and Expenditure, as shown in this 
White Paper, gives us no information whatever as to Ireland’s 
solvency—the plain truth of the present position being that 
Ireland cannot be insolvent so long as the Consolidated Fund of 
the United Kingdom remains solvent. 

To return to the process by which the Treasury has drawn 
up what it describes as “expenditure on Irish Services,” the 








1920] THE PUBLIC FINANCES OF IRELAND 67 


principle applied was examined carefully by the Primrose Com 
mittee ; and I will quote their deliberate verdict—the italics being 
mine. Their report declared “that the method of classification 
adopted by the Treasury appears to us, for the purpose that the 
Return is intended to serve, to be sound and, indeed, the only 
one appropriate” (p. 3). ‘All that inclusion of a service in the 
Irish column means is that-the service is, as a matter of fact, an 
Trish service. To have sought to convey more than this. . 
would have been inconsistent with the principle on which an 
account or a statistical statement must be drawn up. In neither 
is it legitimate to arrange figures so as to show not merely facts, 
but also the deductions that the framer may desire to see drawn 
from the facts. The presentation of facts and the draw?tng of 
deductions from them are separate processes which should be 
kept distinct or error and confusion are certain to result. From 
the point of view of the present inquiry ”—(?.e., Primrose Com- 
mittee)—“it seems to us that the purpose of classifying expendi- 
ture as local or Imperial must be regarded simply as a means of 
supplying the material for determining what charges must be 
provided for in Imperial and Irish votes respectively, in the event 
of the grant of local autonomy for Ireland” (p. 8, Cd. 6153 
of 1912). 

We come, then, to the conclusion that, “for the purpose that 
the Return was intended to serve,” the Treasury White Paper 
is right enough : its purpose is merely to assist the Government 
in drafting a workable measure of Home Rule. In the year 1890 
Mr. Goschen appointed a Committee on financial relations, with 
a view to an equitable balance being found for “‘grants in ald” 
to the three parts of the United Kingdom. That Committee held 
just one meeting, at which the Treasury was asked to prepare a 
summary statement for its future consideration. Then a General 
Election intervened, and that Goschen Committee never met 
again. When the statement of the Treasury was ready there was 
no Committee in existence to receive it. So the statement was 
simply laid before the House of Commons, and was printed as 
No. 329 of 1891. Such was the almost accidental origin of this 
famous White Paper : first drafted by Sir Reginald Welby, after- 
wards Lord Welby. For the Home Rule debates of 1893 the 
White Paper was reprinted, in an improved form, as No. 93 of 
1893; after which date it became an annual return. The other 
White Paper (computing the “true” revenue) first appeared as 
No. 318 of 1894; and it also became an annual return. Now that 
this White Paper has reached its twenty-eighth annual issue, 


F2 








68 THE ECONOMIC JOURNAL [MARCH 


many people have forgotten its original limited purpose; and it 
has become invested with all the sanctity and authority of an 
accepted constitutional instrument which had itself settled and 
defined the financial relations of these three Kingdoms. But, of 
course, the Treasury never made any such claim for it. The 
White Paper is not a constitutional instrument at all, and has 
never settled or defined anything ; it is an approximate statement 
of the facts at the moment, based on numerous artificial estimates 
and assumptions because these provide the only means by which 
the real facts can be even guessed at. 


IV.—The Irish Surplus. 


An Irish surplus means nothing in finance except the arith- 
metical fact that the true revenue obtained from Ireland has 
happened to exceed the expenditure on Irish services. It is 
sometimes called Ireland’s “contribution” towards Imperial 
Expenditure, because it is disposable by the Exchequer. But 
Ireland is, at present, under no constitutional obligation to pay 
any such “contribution”; and it is the merest accident whether 
Irish revenue and Irish expenditure balance or not. “Since 1917 
the Exchequer of the United Kingdom has taken whatever 
revenue Ireland bas yielded, and in return has accepted respon- 
sibility both for the capital liabilities and for the administrative 
expenses of Ireland; and, in consequence, Ireland’s contribution 
to Imperial expenditure has been represented by the amount by 
which her true revenue has exceeded her own local expenditure.” 
(Primrose Report, Cd. 6153 of 1912.) As for “capital liabilities,” 
I have shown that Ireland has discharged them in full by the 
huge surpluses previous to 1870. Since that year, 1870, Irish 
expenditure has been catching up upon Irish revenue, and finally 
passed it when the cost of Old Age Pensions began in 1909. 
Then for five years running there was a deficit, and the British 
Exchequer had to “contribute” to Ireland. In this period the 
two years, 1909-11, must be added together and the totals halved 
to get the mean of the two years; because the rejection by the 
House of Lords of Mr. Lloyd George’s first Budget delayed the 
collection of revenue for the year 1909-10. The recent war taxa- 
tion has so greatly increased Irish revenues that the period of 
deficits ended after 1914-15, and we have now had four years 
with huge Irish surpluses. This transformation is visible in the 
following figures (from the White Papers)—viz. :— 
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Irish REVENUE AND EXPENDITURE. 
Year True Revenue. Local Expenditure. Balance. 
£ £ £ 

1907-8 9,621,000 7,810,000 + 1,811,000 
1908-9 9,250,500 8,667,500 + 583,000 
1909-11 9,931,000 11,029,000 — 1,098,000 
(mean) 4 

1911-12 10,688,000 11,533,500 — 845,500 
1912-13 10,731,500 12,137,000 — 1,405,500 
1913-14 11,134,500 12,357,000 — 1,222,500 
1914-15 12,389,500 12,656,000 — 266,500 
1915-16 17,929,000 12,597,000 + 5,332,000 
1916~17 23,766,500 12,686,000 +11,080,500 
1917-18 26,865,000 13,002,000 +13,863,000 
1918-19 37,275,000 22,161,500 +15,113,500 











Caution is needed when making comparisons between the later 
years in this table. In the last two years Irish expenditure did 
not jump from £13,002,000 to £22,161,500 as the table shows. 
Everybody knows that the war was financed out of lump sums 
called “‘ Votes of Credit.” But, besides paying for the operations 
of warfare, these Votes of Credit have also been paying for 
certain forms of Civil Government expenses which were incidental 
to war conditions, such as War Bonus to aid the salaries of Civil 
Servants, increased scale of Old Age Pensions, Out-of-Work 
Donations, and the Bread Subsidy, to keep the price of the loaf 
from soaring. Evidently this part of the expenditure from Votes 
of Credit was shared by England, Scotland and Ireland in 
amounts that could be separated and allocated as local expendi- 
tures. This was not done in the White Paper until last year; 
but in 1918-19 the Exchequer Issues from Votes of Credit, 
totalling at 2,198 million pounds, have been allocated, viz. :— 
2,115 millions to General Services; then £65,312,500 to English, 
£8,310,000 to Scottish, and £8,624,500 to Irish Services, respec- 
tively. It is this further item of £8,624,500 which has lifted 
Irish expenditure last year up to the high figure, £22,161,500. 
Deduct it, and the balance £13,537,000 is the figure which com- 
pares correctly with the £13,002,000 assigned to Irish Expendi- 
ture in the previous year, 1917-18. In fact, it is evident that 
the £13,002,000 for Irish expenditure in 1917-18 is exclusive, 
whereas the £22,161,500 in 1918-19 is inclusive, of Ireland’s share 
of benefit from this “Votes of Credit” outlay. This kind of 
discrepancy has often appeared before in the White Papers, and 
renders difficult any comparisons between different years. 
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V.—Transformation of Irish Revenue. 


It is on the Revenue side that the war has produced the largest 
changes in Irish finance, and these changes are of great interest. 
There has been not merely a large increase, but also a change of 
character. Before the war the revenue “collected” in Ireland 
had always been larger than the true revenue paid by Ireland 
ever since the equalisation of the Spirit Duties in the ’fifties by 
Gladstone, followed by Disraeli—i.e., the correction applied to 
the “collected” figures has always been a minus. But war taxes 
on the consumers of imported goods (like tea, sugar and tobacco) 
and the lowering of the exemption limit for income tax have, 
between them, quite transformed the Irish Revenue Account. 
Let me contrast a pre-war year, 1913-14, with the post-war year, 
1918-19—viz. :— 


Irish REVENUE. 
































1913-14. 1918-19. 
Collected. True. Collected. True. 
£ £ £ £ 
3,006,000 3,326,000 | Customs 6,081,000 9,744,000 
5,842,000 3,359,000 | Excise Ss 7,838,000 4,825,000 
1,079,000 1,079,000 | Estate Duties 1,238,000 1,238,000 
336,000 371,000 | Stamps 580,000 619,000 
1,162,000 1,480,000 | Income Tax 5,926,000 8,808,000 
— —_— Excess Profits 7,484,000 10,040,000 
Duties. 
12,000 12,000 | Land Values 4,000 4,000 
Duties. 
11,437,000 9,627,000 | Tax Revenue... | 29,151,000 35,278,000 
1,507,500 1,507,500 | Non-Tax do.... 1,997,000 1,997,000 
12,944,500 11,134,500 | Total Revenue | 31,148,000 37,275,000 








Looking to the totals at foot of this table we see that in 
1913-14 the “collected” revenue had to be reduced by £1,810,000 
in order to get the true revenue really paid by Ireland; but in 
1918-19 the ‘collected ”” revenue had to be increased by £6,127 ,000 
in order to get the true revenue. That is a striking transforma- 
tion. Everybody knows that the Customs and Excise duties, no 
matter how collected, are ultimately included in the retail prices 
paid by the consumer of the articles. Now when tea, sugar, 
tobacco, coffee, wine, etc., are consumed in Ireland the duties on 
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them have been “collected” in England before importation here : 
—these articles contribute a plus adjustment to our true revenue. 
But when Irish whisky, malt, and porter are consumed in 
England, the English consumer is paying the tax which was 
“collected” in Ireland before exportation :—these articles con- 
tribute a minus adjustment to our true revenue. Before the war 
the plus articles furnished very little revenue, the British taxa- 
tion ideal being then a lightly-taxed breakfast-table. The minus 
articles were then much more productive of revenue, because 
spirits alone was heavily taxed. Therefore, the net final adjust- 
ment was then a minus, t.e., the “collected” revenue then had 
to be reduced to get the “true” revenue really paid by Ireland. 
That was the position every year since 1879 when the “free break- 
fast” policy came into favour. The recent war taxes, which lie 
heavily on sugar, tea, tobacco, etc.—by sacrificing that policy— 
have brought in much new revenue from Ireland. At the same 
time the sales of Irish whisky and porter across the Channel have 
been much interfered with by shipping difficulties during the 
war : they had dwindled to a very low point when the Armistice 
came and cleared the seas of submarines; the last few months of 
1918-19 thereafter showed a sudden large revival of this trade. 

Looking now to the direct taxes, as in the above table, I may 
draw attention to three features. Income tax (with which is 
included Super Tax) and Excess Profits Tax (with which is 
included Munitions Levy), when taken together, account for 
about 19 millions of revenue; and of this as much as 6 millions 
was collected “at the source” across the Channel: a fact which 
shows that Irish people must derive a considerable part of their 
personal incomes from their investments in Great Britain,—we 
are the creditor nation. Then the Estate Duties in Ireland show 
a steady, if slow, rise: a fact indicating that the average of 
estates passing at death must be a good deal larger here than it 
used to be. Lastly, the Non-Tax Revenue (three-fourths of it 
being the earnings of the Post Office) is small and very stationary 
in Ireland; it is still under 2 millions, though the postage rates 
are so much raised. 

The war has, I think, done much to re-establish Irish credit. 
It should have abolished the very prevalent idea that Irish public 
finance was plunging into insolvency because the revenue was 
not keeping pace with the expenditure. We have seen that there 
exists, since 1817, no constitutional reason why the two should 
keep pace. But people who know nothing about that have some- 
times had the notion that a country ought to be able to pay its 
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way. Now, for the past fifteen years or so, British finance has 
been shifting the main burden of taxation from consumable 
articles to direct taxes on wealth like Estate Duties, Income Tax 
and Super Tax. That policy may have suited Great Britain, 
where a wealthy class exists; but when that formula for taxation 
was applied to Ireland Irish revenue did not show much capacity 
of growth. It did not suit us. The needs of war finance com- 
pelled England to re-establish taxation on consumable articles ; 
and under these new circumstances the possibilities of Irish 
revenue have taken a wholly different aspect. It has been demon- 
strated that Irish revenue to a large amount can be got if you 
go the right way for getting it. The London Exchequer may be 
trusted to now get all the Irish revenue that it wants :— 


Most can raise the flower now 
For all have got the seed ! 


But, while the Union contract stands, there is one thing the 
British Minister of Finance cannot do: he cannot put a tax on 
Ireland unless he puts at least an equal tax on the same article 
in England ; he must tax his own breakfast-table at least as much 
as he taxes ours. 


VI.—Tazation in Great Britain and Ireland. 


Nevertheless, the enormous revenue now being extracted from 
Great Britain and Ireland is a terrible economic strain on both 
countries; and Ireland is less able to stand the bleeding since 
she gets back from the expenditure of these great war revenues 
only a very small return. I worked out the following compara- 
tive figures from the White Papers, to show the expansion of 
Tax-Revenues in both countries (I omit the Non-Tax Revenues 
altogether): Great Britain raised by taxes £153,408,000 in 
1918-14, and £751,525,000 in 1918-19; which is an increase of 
489°8 per cent. Meanwhile Ireland raised by taxes £9,627,000, 
and £35,278,000; which is an increase of 366°4 per cent. In 
this statement the Excess Profits Taxes are included; and in 
1918-19 they brought in (apparently) £273,937,000 in Great 
Britain, £10,040,000 in Ireland. Now I propose to omit this 
Excess Profits revenue, for several reasons: (1) It mainly arose 
out of work that was being paid for out of the war expenditure 
itself, and Ireland got very little of that work to do. (2) It did 
not exist in 1913-14, and will not continue in the future; so it 
will not affect our capacity to carry our burdens in the future— 
the point I am here concerned with. (3) I am not satisfied about 
the method used in the White Paper to allocate the English, 
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Scottish, and Irish contribution to Excess Profits Revenue. We 
are told that the Excess Profits “collected” in Ireland was 
£7,484,000; yet the White Paper estimates that Ireland really 
“contributed” £10,040,000 under that head of revenue—the 
reason being that the Treasury has had all Excess Profits revenue 
“adjusted between England, Scotland and Ireland on the same 
basis as Schedule D, Income Tax.” I do not stop now to argue 
about the wisdom of this adjustment; for I am going to omit 
Excess Profits revenue altogether. So far, then, as regards all 
taxes other than Excess Profits Duty, the rise from 1913-14 to 
1918-19 has been as follows: for Great Britain, from £153,408,000 
to £477,588,000—a rise of 311°4 per cent.; for Ireland, from 
£9,627,000 to £25,238,000—a rise of 262°1 per cent. We might 
state this result approximately, viz. : In the last year of warfare 
the tax-revenue (other than Excess Profits Duty) had increased 
by three times for Great Britain, by two and a half times for 
Treland. 

Let us think where the money went. The White Paper for 
1918-19 tells that the whole expenditure of the United Kingdom 
in that year was £2,579,301,500. It then picks out £185,536,500 
of that vast sum and tells us how it was distributed, viz., the 
cost of English Services was £143,847,000; of Scottish Services 
was £19,527,500;of Irish Services was £22,161,500. That is 
local expenditure in each area respectively. But there still 
remains a sum amounting to £2,393,765,000 which is set down 
as spent on “General Services.” The Exchequer Issues that 
authorised this vast expenditure might, perhaps, enable us to 
trace the money to its destination where it was finally paid away. 
How much of it was outlay spent in England, how much in 
Scotland, how much in Ireland, how much was spent abroad 
outside these three Kingdoms? These are questions which should 
not be asked while indiscriminate finance obtains between Great 
Britain and Ireland. But the Treasury in its White Papers has 
gone behind that principle of indiscriminate finance in order to 
supply an approximate statement of the facts as they exist at the 
moment. Therefore, I wish that we.could get from the Treasury 
a Third White Paper telling us the true facts of the geographical 
distribution of this “General” expenditure. We could then be 
in a position to understand why it is that a tax revenue two and 
a half times larger from Ireland is economically far more exhaust- 
ing to our country than the tax revenue three times larger from 


Great Britain has been to the sister island. 
C. H. OLDHAM 
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Postscript. 


The text of the Government’s Irish Bill has just reached me; 
so I may be allowed to add a note on its financial proposals 
(Sections 19 to 34). The Bill is very skilfully drafted. But the 
disentanglement of British and Irish finances is not attempted, 
it is postponed ; it is to be done eventually (if ever) by a Joint 
Exchequer Board of five experts (Section 30). The principle 
adopted, for the present, is to “reserve” all those branches of 
tax-revenue which require adjustment of the “collected ” pro- 
ceeds in order to determine the “true” proceeds really contributed 
by each country. That explains why Customs and Excise Duties, 
Income Taxes, and Excess Profits Duties are all “reserved ” ; 
whereas the Estate Duties, Stamps, and Land Values Duties are 
forthwith transferred, with provisions (Sections 26, 27) against 
double duties becoming payable in these cases. The aforesaid 
adjustments for the “reserved” taxes, hitherto done approxi- 
mately by the annual Treasury White Paper, is under the Bill 
(Section 20, § 2) to be done by the Joint Exchequer Board ; and, 
as the Bill (Section 19, § 4) will secure accurate returns of mer- 
chandise traffic in the Cross-Channel Trade, this adjustment can 
be effected with more precision than has been possible hitherto in 
the White Paper. 

It is manifest that Ireland would lose heavily if this adjust- 
ment were not to be made, 1.e., if each country were simply to 
retain so much of those taxes, now “reserved,” as it collected in 
its own territory. Thus, in 1918-19 (see my last table above) 
Ireland would lose a total sum of £9,101,000 upon Customs, 
Income Taxes, and Excess Profits Duty ; and Great Britain would 
lose £3,013,000 on Excise : therefore, on balance, Ireland would 
suffer in 1918-19 a net loss of £6,088,000—which would probably 
be greater still in 1919-20. But it is only the initiated who would 
understand this point. And it is certain that this fiscal advantage 
(were it widely understood) would not appease the strong resent- 
ment that will be felt in Ireland at seeing all those important 
branches of taxation “reserved ’’ to the London Parliament, where 
Ireland will be represented only by forty-two members. If all 
those taxes (it will be argued) were transferred, in place of being 
“reserved,” the adjustments above mentioned could be still made 
with sufficient precision (though, with differing rates of taxation, 
it would be more complicated) ; so that the Irish will not see any 
just reason why they should lose that £6,088,000 of Irish revenue 
in any case. Neither administrative convenience nor fiscal advan- 
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tage will palliate what the Irish will see to be a “reservation ” 
of political power in an essential part of self-government. The 
same remark will apply to the “reservation” of the Post Office, 
on the ground merely of administrative convenience. 

What prospect does the Bill hold out as to the future transfer 
of these “reserved” taxes? Under no section does it foreshadow 
any transfer of Income Taxes or Excess Profits at any time. A 
perfectly good case can be made for this, assuming that a self- 
governed Ireland remains “within the Empire”; these taxes will 
always be “reserved” as the great instruments of taxation for 
war purposes. But the equity of the matter will become more 
apparent to Irishmen when these taxes in the Dominions and 
self-governed Colonies “within the Empire” also will be 
“reserved ’—not to the Parliament of the British Isles, but to 
that future Imperial Parliament which will ultimately take charge 
of war finances for the whole British Empire. Meanwhile, the 
present Bill, while “reserving” Income Taxes and Excess Profits 
Duties for all time, has provided under Section 23 (the best bit of 
draftsmanship in the whole Bill !) for powers to be conferred on the 
Irish Parliaments “of levying surtax in addition to, or granting 
relief from, Income Tax and Super Tax.’’ So that the perpetual 
“reservation” of these taxes can, I think, be justified when the 
Bill has been properly understood. 

There remain Customs and Excise Duties. The Bill (Sec- 
tion 34) postpones the consideration of their transfer until after 
“Trish Union” has been consummated by identical constituent 
Acts passed by the two Irish Parliaments. If the question is 
then raised by “an Address for the purpose,” the Joint Exchequer 
Board must forthwith consider the problems of their transfer and 
must “report thereon and on the methods by which in case of 
such transfer the payment of the Irish contribution to Imperial 
liabilities and expenditure can be secured.” After a copy of 
their report has been laid before the two Parliaments of the 
United Kingdom and of Ireland, the question of further legisla- 
tion will remain open. There is no promise that such legislation 
to effect the transfer will be pushed through and passed ; and it 
is obviously impossible that any such promise could be given— 
simply because no future Parliaments can be bound by anything 
that the existing Parliament may do, or may wish to have then 
done, in any such matter. 

As regards Ireland’s contribution towards Imperial liabilities 
and expenditure, the items towards which she shall contribute 
are defined in the Third Schedule of the Bill. For the first two 








76 THE ECONOMIC JOURNAL [MARCH, 1920 


years the amount of the Irish contribution is named at 
£18,000,000—which is the estimated sum that Ireland will be 
contributing in any case, whether this Bill passes into law or not. 
But the Exchequer of the United Kingdom will now be under- 
taking to provide a sum of between £4,000,000 and £5,000,000 
(in lieu of the Land Purchase Annuities and instalments towards 
repayment of certain existing Public Loans) which will in future 
be going to the Irish Exchequers wholly. Thus the United 
Kingdom, in effect, will stand to receive a net annual contribution 
from Ireland of about £13,000,000 or £14,000,000—for the first 
two years. By that time the Joint Exchequer Board must have 
determined what proportion the “taxable capacity” of Ireland 
justly bears to that of the United Kingdom as a whole. The Irish 
contribution shall then be in that proportion, or fraction, of the 
amount certified (also by the Joint Exchequer Board) to have 
been the total of the Imperial liabilities and expenditure “for the 
preceding financial year.” This “taxable capacity ” proportion is 
to be “revised at the end of every fifth financial year thereafter.” 
Of course, this phrase ‘“‘taxable capacity” covers a great many 
highly contentious and complicated considerations, which in this 
note it is impossible to indicate. It is really a matter for experts 
to handle ; the experts are directed “to be just”; and it is pretty 
certain that they will be obliged to report fully on the process 
by which they will have arrived at their determination of the 
matter. Provision is made by which the Joint Exchequer Board 
shall also settle how the whole contribution from Ireland is to be 
apportioned as between the two Irish Exchequers. 

In this note I make no reference to the political aspects of 
this Bill. The disentanglement of the public finances of Great 
Britain and Ireland is a scientific problem which must be tackled 
under any such measure. Whether the present Bill passes into 
law or not, it has made an interesting contribution to this problem 
on the lines originally sketched by Lord Welby, Lord Farrer and 
Mr. Bertram Currie in their well-known Report for the Financial 
Relations Commission of 1896. In words of Byron’s Manfred, 
these distinguished men are, in this matter :— 


The dead, but sceptred sovereigns, who still rule 
Our spirits from their urns. 


March. ©. H. OLDHAM 














REVIEWS 


The Economic Consequences of the Peace. By JoHN MAYNARD 
Keynes, C.B., Fellow of King’s College, Cambridge. (Lon- 
don: Macmillan and Co. 1919. Pp. 279.) 


PRIVILEGED and yet perilous the state of one called upon to 
commit the double sacrilege of reviewing the work of his master 
and his editor—to bear the knife, like Macbeth, in defiance of the 
laws alike of hospitality and allegiance. But the knife is not very 
sharp. 

Mr. Keynes’ book is like a banquet of which the more austere 
and filling courses are both heralded and crowned by a number 
of more succulent and alluring dishes. His detailed dissection 
of the economic clauses of the Treaty of Versailles occupies the 
central tract of the work; but the reader is, as it were, lured into 
the midst of it, and again rewarded for the patient attention 
which it demands, by a series of vivid and arresting pictures of 
men, of institutions and of tendencies. Indeed, the first impres- 
sion left on the mind is not merely that Mr. Keynes has written 
a very powerful and important book, but that he has written two, 
or possibly three—a mordant political pamphlet, a masterly 
technical discussion of the economic provisions of the Treaty, and 
interwoven with both an impressive and largely original philo- 
sophical critique of the economic relations of nations and classes. 
And the reader’s first impulse is to wonder whether the whole 
effect would not have been even more compelling if these separate 
elements could have been disentangled and segregated within 
separate covers. 

Further reflection tends to weaken this impulse, as I hope to 
show ; but perhaps it will be in accordance with the traditions 
of this JoURNAL to yield to it provisionally, and to confine atten- 
tion for as long as possible to the more purely economic portions 
of the work. Let it not be supposed from the simile employed 
above that their solidity implies obscurity or dullness. Mr. 
Keynes has an eye for words and a cleanness of phrasing which 
at once purge his eloquence of rhetoric and clothe his analysis 
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with life; though now and again, as on pp. 3, 12 and 24, his 
compressed and explosive thought finds relief in a sentence whose 
form can perhaps be justified by a comparison with Thucydides, 
but not otherwise. Indeed, in more ways than one the work of 
that father of all realists is recalled to memory; there is about 
the apologia of Clemenceau or the picture of post-war Europe 
something of the pitiless drive and stark objectivity of the speech 
of Cleon against the Mityleneans, or the famous analysis of the 
reactions of war and politics in the city-states of Greece. 

But to return within our self-imposed limits. Mr. Keynes’ 
reasoning about the economics of the Peace Treaty can be 
summed up, it seems to me, in three propositions, which it is 
important to keep distinct, because in less rigorous hands than 
his they are sometimes entangled. They are (1) that the sums 
which it is proposed to exact from Germany by way of indemnity 
are excessive and impossible to obtain; (2) that the impossibility 
of obtaining them is partly at least due to the cumulative effect 
of the other clauses of the Treaty, which is to that extent self- 
stultifying ; (3) that these other clauses, taken in the mass, are 
in themselves unwise and suicidal. 

The first proposition involves two problems—the problem of 
what can legitimately be demanded from Germany, and the 
problem of what can reasonably be expected to materialise. The 
first turns largely on the legitimacy of the inclusion, in the Allies’ 
demands for “civilian damage,” of a claim for pensions and 
separation allowances which, according to Mr. Keynes’ estimate, 
raises by £5,000,000,000 a figure which would otherwise total at 
most £3,000,000,000. This is a legal and ethical question, to 
which Mr. Keynes necessarily devotes considerable attention ; but 
as such its full discussion falls without the scope of this review. 
The present reviewer, however, can see no answer to Mr. Keynes’ 
contention that the wording of the stipulations made by the Allied 
Governments when consenting to an armistice afforded no good 
grounds for this discrimination of pensions and separation allow- 
ances from the other general costs of the war. 

There is, however, also involved the problem of the valuation 
of the damage due to invasion, submarine activity, bombardment, 
etc. Mr. Keynes guesses this at outside figures of £500,000,000 
for Belgium, £800,000,000 for France, £570,000,000 for Great 
Britain, £250,000,000 for the other Allies. To one without expert 
knowledge the weight of reason and authority appears to lie 
emphatically on the side of such figures as these as contrasted 
with such apparently fantastic estimates as those of the French 
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politicians whom Mr. Keynes quotes.! It might, however, have 
been helpful if he could have indicated more precisely how far 
his condemnation of such estimates rests upon disagreement as 
to the valuation of material damage, and how far upon a diver- 
gence of opinion (hinted at in a couple of footnotes) about the 
admissibility of claims for immaterial and personal damage, other 
than loss of life or physical injury. Reasonable public opinion 
does, I think, distinguish between the feeling which any of us 
may have that we should have done better but for the war, and 
the definite damage, over and above destruction of material goods, 
incurred by a population driven away from home and business, 
or gravely disturbed in the enjoyment thereof, by invasion ; and 
would extend to an estimate, swollen by inclusion of the latter, 
a tolerance which must be denied to a sheer boosting up of 
material costs. 

As to Germany’s capacity to pay, Mr. Keynes concludes that 
the proceeds of immediately transferable wealth—gold and silver, 
ships, and foreign securities *—cannot amount by May, 1921, to 
more than £250,000,000 to £350,000,000, nor property in ceded 
territory or surrendered under the armistice to more than 
£80,000,000. Against these sums have to be set the costs of the 
armies of occupation and of necessary supplies of food and 
materials, leaving a net maximum balance available for repara- 
tion by May, 1921, of £100,000,000 to £200,000,000, of which 
£100,000,000 is earmarked for Belgium. As regards the payment 
of an annual tribute, Mr. Keynes points out that in the five 
years ending 1913 Germany’s adverse balance of trade averaged 
£74,000,000; that her means of meeting this balance are taken 
from her by the Treaty; that her most prominent export indus- 


1 Tf M. Tardieu’s figure of 550,000 ruined houses is correct for France 
(p- 118 n.) Mr. Keynes’ allowance of £250 m., or less than £500 per house, 
would seem at first sight rather low ; but in considering this and other instances of 
his practice of adding only 100 per cent. to pre-war prices, it must be remembered 
that his ‘‘ pounds ”’ are assumed to be gold pounds, and that an increase in his 
figures to allow for the specific depreciation of sterling would not affect the 
number of marks gold to be demanded from Germany. On the other hand, it 
might, I think, have been fairer if Mr. Keynes had written down somewhat in 
pounds English M. Klotz’ estimates, made on Sept. 5, 1919, when the franc 
exchange was already at about 34. 

2 Perhaps Mr. Keynes will not carry conviction by laying such stress on the 
present unsaleability of German investments in Eastern Europe. It is true that 
he afterwards writes up generously Germany’s possible favourable trade balance, 
to an extent which, perhaps, amply covers any possible increase, in the annual 
sum becoming available for reparation, which would result from holding these 
securities: but this is not conclusive in favour of his final proposals, which 
involve the complete abandonment of any lien on the securities, as well as a 
surrender of half the trade balance as previously estimated. 
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tries are either struck at by the coal and other provisions of the 
Treaty, or are in direct competition with Allied industries, or 
both ; and that any very great reduction of imports is not com- 
patible with the maintenance of even pre-war productivity. He 
therefore gives £100,000,000 as an outside estimate of the favour- 
able annual. balance of trade which may become available for 
payment of reparation. This, if continued for thirty years, he 
capitalises at £1,700,000,000, giving an outside present valuation 
of Germany’s capacity to pay as £2,000,000,000. 

Mr. Keynes’ own proposal is that the indemnity should be 
compounded for at £2,000,000,000, against which £500,000,000 
credit should be allowed for ships and other property already 
ceded; and that the remaining £1,500,000,000 should be freed 
from the burden (of which he has already shown the “ devastating 
significance”) of bearing interest pending its payment in thirty 
annual instalments of £50,000,000, these instalments being 
devoted entirely to material restoration in France, Belgium and 
Serbia. These proposals go even further than all those who have 
acquiesced in his critical analysis may be prepared for; for in 
making them he relaxes somewhat his previous habit of straining 
everywhere his own figures against himself. But in any case, 
on the face of it, the logic of clearly and scrupulously marshalled 
figures establishes his first proposition, and with it his second. 
For his figures are based on the assumption that the rest of the 
economic clauses (a lucid exposition of which is provided) are put 
into operation, and they demonstrate that the “Carthaginian 
peace,” whatever its merifs on other grounds, is not likely to 
conduce to reparation-paying capacity. 

And this brings me to the third proposition which I have 
attributed to Mr. Keynes, and which is perhaps of the most 
abiding interest, at any rate from the speculative point of view. 
The incompatibility of the policies of crushing Germany’s 
economic life and of tapping her for indemnities is frequently 
put forward, by those whose minds have a tilt in that direction, 
as an argument for doing neither. But clearly such an argument 
is invalid ; the policy of the Carthaginian peace is not necessarily 
wrong-headed because it may prove disappointing to the givers 
of election pledges or even to the holders of just claims. Mr. 
- Keynes in an illuminating passage hints at the comparative 
indifference of M. Clemenceau to matters of reparation ; and by 
nothing which has been said hitherto is the Clemenceau attitude, 
which Mr. Keynes states with great detachment, proved in itself 
illogical and absurd. To understand his own opinion that it “‘is 
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not practically right or possible,” it is necessary to look at the 
general basis of his economic philosophy as set forth in his 
Chapter IT. (“Europe Before the War”) and in scattered pas- 
sages elsewhere throughout the work. 

Now the startling thing about this analysis of the economic 
structure of Europe is that it is in some respects very different 
from, and indeed diametrically opposed to, that of pre-war 
optimistic, free-trade, pacific philosophy, and resembles much 
more nearly that upon which, consciously or unconsciously, the 
edifices of protectionism, militarism and imperialism are reared 
(question-begging words must be used for brevity’s sake). To 
begin with, political frontiers are not, in Mr. Keynes’ view, 
economically unimportant, but charged with significance, especi- 
ally if they be multiplied. The transfer of a province from one 
sovereignty to another is not an economic irrelevance ; Govern- 
ments do seek to impose barriers and prohibitions and confisca- 
tions of private property, and they can enforce them. Secondly, 
the international division of labour between Europe and the rest 
of the world is not, as by our fathers, hailed as an unquestionable 
dispensation of Providence, but is seen to be fraught with peril 
and instability. The “devil” of Malthus is unchained, and 
reminds us that the mouths are many and the loaves and the 
empty spaces few. Generalities about the interdependence of 
nations are not allowed to veil the prospect of France and Italy 
and Northern Europe jostling against one another and against 
Germany in a rational solicitude to obtain the lion’s share of a 
coal supply which will not suffice for all. The difficulty of obtain- 
ing an indemnity from Germany in non-competitive goods 
becomes not a mere argumentum ad hominem to cajole and fog 
the suspicious British manufacturer, but a signal that the 
dominant interests of Britain and Germany are competitive rather 
than co-operative. The two countries are pictured as competing 
for limited iron and steel markets, for inexpansive supplies of 
cotton and wool, for the exhaustible sheaves of America and 
Russia—a very different picture from the familiar pre-war one of 
two complementary countries, which was a picture based on the 
eatent of the trade between them, and giving insufficient atten- 
tion to its nature. 

How, then, does Mr. Keynes, starting from premises which 
would seem to point to the conclusions of a Chamberlain or even 
a Cato, arrive at such opposite results? The answer would seem 
to lie in two words—organisation and psychology. As regards 
organisation, his doctrine seems to be this: “If being a European 
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is such a chancy business at best, let us not make it worse by 
flying at each other’s throats. If coal is short, let us be reason- 
able and distribute it properly. If productivity is low as compared 
with needs, let us not lower it still further by tariffs and trade 
wars, and the destruction, from nationalist motives, of such 
organisation-as exists.” He objects to the economic provisions of 
the Treaty because they strike at the existing methods of 
organisation of an impoverished Europe, which has no strength 
and no present breathing- -space to improvise new ones. 

As regards the “new States” of Eastern Europe, this argu- 
ment appears to me to have convincing force. It is difficult to 
believe that any of them has a prospect of making, within any 
reasonable space of time, gains comparable to what it would lose 
by the adoption of a jealous and exclusionist economic policy. 
That the argument should appeal with such irresistible force to 
more firmly established countries, such as France or Italy, is not 
perhaps to be expected. It is surely not axiomatic that a com- 
petent people should be content to accept as final the existing 
localisation of industry, seeing how largely in the past that 
localisation has depended upon political arrangements and more 
or less accidental tricks of skill. Questions of morality apart, the 
French seem to have made something of a technical error in 
banking upon the Saar coal-mines as a tap-root for a great 
national steel industry ; but to have indulged in dreams of such 
an industry is not in itself (always from a strictly non-moral point 
of view) foolish or culpable. If these dreams are to be surren- 
dered, and economic policy subordinated to the requirements of 
an existing localisation and transport system, it can only be under 
the pressure of urgent present need. To argue thus is not to 
dispute Mr. Keynes’ conclusion that in the existing state of 
Europe that urgent present need should be the deciding factor. 

England, however, as Mr. Keynes points out, still stands to 
some extent outside the European system. With the one im- 
portant exception of the granary of Russia, the disorganisation 
of Europe strikes less direct and fatal blows at her than at Austria 
or Poland or even at France; indeed, in some respects, from a 
purely selfish point of view, it is even convenient. What, then, 
sentiment and morality apart, is the supreme interest of England 
in the restoration of Europe? Can we find it in Mr. Keynes’ 
second leit-motiv—in his view of the workings of the human 
mind, of the limit which exists to the extent to which men will 
endure forced labour, hunger and privation without upsetting 
that whole capitalist structure whose essentially unstable and 
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inequitable nature he exposes with such deft and daring strokes 
in his initial sketch of pre-war Europe? It seems that even from 
this source he does not anticipate any grave peril to England; 
he does not “perceive in England the slightest possibility of 
catastrophe or any serious likelihood of a general upheaval 
of society.” But with respect to the European Allies 
this appears to him the final and decisive consideration. I 
set out some of the relevant passages which seem to indicate that 
the most important ultimate issues on which Mr. Keynes joins 
battle with his opponents are these issues of psychology, and not 
of figures; the italics are mine. “You cannot restore Central 
Europe to 1870 without setting up such strains in the European 
structure and letting loose such human and spiritual forces as, 
pushing beyond frontiers and races, will overwhelm not only you 
and your ‘ guarantees,’ but your institutions, and the existing 
order of your society ” (p. 33). “If the distribution of the Euro- 
pean coal supplies is to be a scramble in which France is satisfied 
first, Italy next, and every one else takes their chance, the indus- 
trial future of Europe is black and the prospects of revolution very 
good” (p. 88). “If we aim deliberately at the impoverishment of 
Central Europe, vengeance, I dare predict, will not limp. Nothing 
can then delay for very long that final civil war between the forces 
of Reaction and the despairing convulsions of Revolution, before 
which the horrors of the late German war will fade into nothing, 
and which will destroy, whoever is victor, the civilisation and the 
progress of our generation. Even though the result disappoint 
us, must we not base our actions on better expectations, and believe 
that the prosperity and happiness of one country promotes that 
of others, that the solidarity of man is not a fiction, and that 
nations can still afford to treat other nations as fellow-creatures ” 
(p. 251). 

When the ground is thus shifted on to what people feel and 
think and will, two consequences follow. First, it becomes of 
economic interest to know how Mr. Keynes’ own mind works, 
and how he thinks the minds of the Four worked, as well as how 
he thinks the minds of the common people of Europe will work. 
And this it is which modifies the impulse to wish that political 
pamphlet away into a separate cover. Mr. Keynes has seen the 
picture as a whole, and he can hardly be blamed for presenting 
it as a whole; indeed, unless he had done so, we could hardly 
have been expected to form a rational judgment upon it. 

But, secondly, the business of forming a rational judgment 
becomes much more elusive and precarious. These propositions 
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are not such as can be demonstrated by documents and figures. 
Here is one more quotation, again with my italics. “One could 
not despise Clemenceau or dislike him, but only take a different 
view as to the nature of civilised man, or indulge, at least, a 
different hope.” Those who have accused Mr. Keynes of writing 
with a bias are perhaps not wholly without excuse. To dismiss 
it as a pro-German bias is shallow and foolish, in face of Mr. 
Keynes’ expressed views on such subjects as the origin of the 
war (pp. 1, 115) and the counter-proposals of the German delega- 
tion. Nor is it a bias born of querulousness or malice; Mr. 
Keynes’ concrete proposals, to which for all their intense interest 
I have barely made allusion, would alone serve to redeem the 
book from any charge of mere destructiveness or petulance. But 
a bias perhaps there is; only it is a bias in favour of hope_against 
despair—of taking, where the future is at best uncertain, the risks 
of generosity rather than the risks of meanness. Perhaps—per- 
haps Mr. Keynes himself is a bit of an old theologian, after all ; 


and not a bad thing to be, either. 
D, H. RoBertson 


The Peace Treaty and the Economic Chaos of Europe. By 
NorMAN ANGELL. (London: The Swarthmore Press. 1919. 
Pp. iv+143. Price 2s. 6d. net.) 


In his opening chapter the author writes: ‘The fact of great 
economic disorganisation practically everywhere in the Western 
World, of dire distress in very many large areas, and famine of 
the very worst description in some, is taken as proven” (p. 1). 
But a good deal of space is, nevertheless, occupied with facts 
adduced in proof of these very points. The book contains an 
alarming description of the economic chaos into which Europe has 
been plunged, and the picture it presents is truly an appalling 
one, while unfortunately its essential accuracy cannot be doubted. 
Mr. Angell also states very clearly what the Treaty means—not 
merely to Germany, but to Europe, and, in fact, to the whole 
world. He rightly insists over and over again on the economic 
interdependence of the nations, and shows how the industrial ruin 
of Germany must react on the welfare of almost all other peoples. 
In a somewhat narrower connection, namely, the impossibility of 
obtaining an indemnity from a nation whose productive power is 
to be restricted in every direction, he shows the absurdity of 
attempts “to milk the cow and cut its throat at the same time.” 

Mr. Angell, while he puts his case with great energy, is 
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always reasonable, and is nowhere carried away by the passion 
which a humane man might not unnaturally exhibit in writing of 
the terrible suffering which is being endured in many parts of 
Europe at the present time. His case is closely reasoned, and 
the position of his opponents fairly stated, for he recognises that 
there are those who think that Germany has only got what she 
deserved, and who do not believe in the consequences which they 
are told will follow from the enforcement of what they consider 
to be strict justice. This point the author puts as follows: “Are 
not the conditions described above a just punishment for a wicked 
people? Having made their bed, must they not lie upon it? Is 
the condition of people on the other side of Europe any affair 
of ours? If there is any shortage in the world, is it not our duty 
to see that our own people come first?” (p. 10). 

The author, however, of course comes down on the side of a 
drastic revision of the Treaty, and an energetic policy on the part 
of the more prosperous nations of Europe and of the United 
States for the re-establishment of industry in the areas that are 
suffering from the war and its consequences. He has some 
valuable suggestions with regard to the revision of the Treaty 
and as to the League of Nations, all of which deserve careful 
attention. With regard to the League of Nations, the author 
accepts the view of the League of Free Nations Association, 
namely, that “if the League of Nations is not to develop into 
an immense bureaucratic union of Governments instead of a 
democratic union of peoples, the elements of (a) complete pub- 
licity and (b) effective popular representation must be insisted 
upon” (p. 114). 

The book may perhaps suffer a little by its appearance almost 
simultaneously with Mr. Keynes’ Economic Consequences of the 
Peace, as the two cover much common ground. But Mr. Angell’s 
book is in some respects simpler, and it deals with less technical 
matters than does Mr. Keynes’. It should, therefore, not fail to 
find readers, and we hope that amongst them there may be at 


any rate some of the unconverted. 
H. SANDERSON FURNISS 
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Inflation. By. J. SuHietp NicHoxtson. (London: P. S. King 
and Son. Pp. 143. 1919. 3s. 6d. net.) 


Money and Prices. By J. Laurence LAvuGHLIN. (London: 
bP. §. King and Son. Pp. xii+314. 10s. 6d. net.) 


THE substance of Inflation was given in the summer of 1919 
in lectures to the staff of Barclay’s Bank. Professor Nicholson 
was “‘asked to make the subject as simple as possible and to go 
back to the foundations.” Most economists would feel somewhat 
alarmed at having to address bank clerks on currency. The 
ordinary bank clerk, like men of other trades, finds the substance 
which he handles rather uninteresting, and fails to under- 
stand the excitement of the currency expert. One economist tells 
how, when he remarked to the cashier, ‘“‘Three million more 
Bradburys last week!” he received from the other side of the 
counter a pitying smile, and “Ah! I suppose you watch these 
things.” Another, who casually condemned the issue as a cause 
of rising prices, was met with “What! More money raises 
prices!!” But Professor Nicholson’s bank clerks would be to 
some extent a picked audience, and he seems to have steered 
with success between the Scylla of assuming too much knowledge 
and the Charybdis of giving offence by assuming too much 
ignorance. 

The first chapter describes the pre-war gold standard and its 
abandonment. The principle that the convertibility of a paper 
medium of exchange into gold is desirable simply because it is 
the best practical method so far discovered of limiting the issue 
of such paper is laid down and vigorously enforced. In the next 
chapter we get to the inflation resulting from the abandonment 
of the gold standard. The explanation of inflation is not quite 
satisfactory. First we are told that it ‘is by common consent the 
name of a monetary disease,” which is perfectly true. Inflation 
in ordinary language, which is the most important language, has 
a “bad” sense: it is the people who think there is something 
“wrong ” who say there is inflation, while those who are satisfied 
and do not want things altered deny the existence of inflation. 
But in the next paragraph Professor Nicholson says the “best 
solution is to say that inflation means an abnormal increase of 
money.” Now what is “abnormal” is not necessarily bad; we 
can have abnormal prosperity, abnormal cleverness, and perhaps 
even abnormal goodness, without being any the worse for it. We 
may surely have an abnormal increase of money in some circum- 
stances without being the worse for it. The author admits this 
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by going on to inquire (1) whether there has actually been an 
abnormal increase, and (2) whether the abnormal increase has 
been necessary and beneficial. Now no one contends that inflation 
is beneficial ; if anyone thinks what has happened to be beneficial, 
he says there has been no inflation. It would seem better to 
accept the common implication of something “bad” in inflation, 
and to say that it means not abnormal but “improper or exces- 
sive” increase, an increase which ought not to have been allowed 
to take place, or which ought not to have been allowed to be so 
great, as the case may be. Little difficulty arises from this 
nomenclature where it is increases of paper money which are 
concerned, because they are so commonly regarded as subject to 
the will of the issuer. Where abnormal increases of freely coined 
metallic money are caused by discovery of new sources of supply, 
whether a person says there is inflation or not depends on whether 
he thinks legislators have been guilty of dereliction of duty in not 
shutting down gold mines, taxing gold output, charging a seign- 
orage on coinage, or adopting some other of the numerous 
possible expedients for stopping or checking an increase. As 
persons who take this view are not numerous, it is unusual to find 
the term inflation applied to increases of gold money and paper 
kept on a par with gold when the increase is due to discovery of 
new mines or new methods of extraction. The war has brought 
into prominence the intermediate case of an increase of gold 
money in one part of the world caused by other countries refusing 
to take the normal amount of new gold, and even sending out 
some of what they already have. Professor Nicholson hesitates 
to apply the term inflation to this case; there is, he says, 
“abnormal increase in the gold money—although we do not 
usually speak of an inflation of the gold in circulation” (p. 49). 
There is nothing in his own definition to prevent him calling it 
inflation, but he does not do so because at bottom he accepts the 
ordinary view that inflation is something blameworthy, and he is 
not prepared to blame the governments which have merely 
allowed their countries to be flooded by gold refused or displaced 
by the action of other governments. 

With the misconduct of these other Governments in not only 
keeping out and throwing out gold and thus raising prices all over 
the world, but also issuing so much paper money that it fell in 
value below this depreciated gold, he deals very faithfully. It 
discouraged industry and thrift, it caused industrial unrest all 
over the world, and it saddled the countries with far greater debts 
than were necessary. 
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And the remedy? Firstly, a cessation of Government borrow- 
ing, since so long as a Government borrows it will go on watering 
the currency. This, no doubt, is true so long as the money 
borrowed is more than what can really be lent without watering 
the currency, as it was during the war and perhaps still is. 
Secondly, a rigid limitation on the increase of currency notes. 
Thirdly, a reduction of the amount in circulation “until the notes 
bear a reasonable proportion to the gold held as cover.” We 
should rather expect this to read, “until the £1 currency note is 
worth 123} grains of standard gold and about 487 in gold 
dollars’ ; but it must be remembered that the book went to press 
before the great rise in the price of gold and fall of the American 
exchange had manifested itself. Professor Nicholson is doubtless 
assuming the restoration of parity, and is asking that even after 
that restoration the notes should not exceed the cover by an 
amount which might make it difficult to maintain convertibility 
in the event of some untoward incident. 

The book concludes with a striking quotation from the Pil- 
grim’s Progress, in which Bunyan describes the difficulties of 
Christian and Hopeful when they left the King’s highway to go 
by the bypath. I suspect that the part of it which most appealed 
to Professor Nicholson was: “They, looking before them, espied 
a man walking as they did (and his name was Vain-Confidence). 
. . . But, behold the night came on, and it grew very dark... . 
and Vain-Confidence fell into a pit. . . . So they called to know 
the matter, but there was none to answer.” 

From Professor Nicholson’s practical sound sense to the wild 
imaginings of Emeritus-Professor Laughlin there is a precipitous 
descent. Professor Nicholson prefers the gold standard not 
because he imagines it perfect, but because he thinks it more 
stable than anything under the immediate control of politicians 
in general, and especially than the paper pounds, francs, marks 
and roubles of the present time. Professor Laughlin, on the other 
hand, makes a fetish of gold. It is a tenet of his religion that 
gold cannot be wrong, and other standards cannot be right. To 
those who complain that the great gold production in the middle 
of the nineteenth century, and again at the beginning of the 
twentieth, caused inconvenient rises in prices, he replies that gold 
was not to blame—it was something else than the greater produc- 
tion of gold which caused them. To those who complain that in 
the intermediate period the smaller production of gold caused an 
inconvenient fall of prices, he replies again that gold was blame- 
less—again “it was the other boy that did it.” Even in the 
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period since 1914, when a great portion of the world refused to 
buy additional gold and sold some of what it had before, so that 
the supply to the rest of the world increased enormously, and the 
value of gold in commodities and services fell to one-half of what 
it had been, gold remains, to Professor Laughlin, not merely 
(as it is) better than the still more depreciated paper, but abso- 
lutely perfect as a standard‘of value. 

It would be a waste of time to follow the author far in his 
search for “other reasons.” Suffice it to say that one of the prin- 
cipal of his other reasons for the recent rise of prices reckoned 
in gold is the rise of wages: “Is it possible,” he asks, “that 
anyone denies that an increase of wages, other things being equal, 
raises the selling prices of goods?” (p. 140). Is it possible, we 
may ask, that any economist to-day sees some fundamental dis- 
tinction between paying a man to make a thing and paying him 
for the thing when he has made it? Is it not obvious that the 
increase of money-wages (which are the wages meant) is merely 
part and parcel of the increase of prices which has to be 
accounted for? 

The length to which Professor Laughlin’s fetishism will lead 
him to go may be illustrated by the fact that, though on p. 138 
he tells us that in the United States the “increased supply of 
gold through imports has been phenomenal. ... The gold 
reserves of the federal reserve banks have doubled within the last 
year. In addition, there has been a fourfold increase within a 
year in the federal reserve notes in circulation,” in the Preface 
he says “there was no such expansion of money or credit as would 
account for the rise of war prices in this country.” And though 
Germany (p. 138) is “reaping the whirlwind from her own 
sowing” because she adopted inconvertible paper, England is 
quite sound because (p. 143) she has not “left the gold standard.” 
Presumably Professor Laughlin was imposed on by the converti- 
bility of the Bradbury into a sovereign which could not be melted 
down nor exported. The fall of the £1 to $3.75 soon after the 
“unpegging” of the exchange must have come after he had 
written the book, the date of which is very obscure. 

The only argument of any importance which he uses in favour 
of his thesis is that the stock of gold is large and therefore the 
value of gold is not much affected by fluctuations in the annual 
supply. Similarly, a man may argue that the value of houses is 
not much affected by fluctuations in the annual supply—though 
this is not the best time to do so. If there are no new houses, 
people must squeeze themselves into old ones, and the bigger the 
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stock in proportion to the annual supply needed to maintain it 
undiminished in proportion to the people, the less differences of 
pressure and consequently of price will given fluctuations in that 
supply cause. But to allege, as Professor Laughlin’s fetishism 
requires him to do, that the increase of gold money and paper 
kept by convertibility on a par with gold is never, and perhaps 
never can be, great enough to raise prices, is, in view of recent 
experience in his own country, simply grotesque. 
EDWIN CANNAN 


The Paper Pound of 1797-1821. By ProFessor EDWIN CANNAN. 
(London: P. S. King. 1919. Pp. xlix+71.) 


PROFESSOR CANNAN has supplied us with a reprint of the 
Bullion Report of 1810. The Report has been rightly regarded as 
marking an epoch in currency history. Even if it deserved 
Horner’s modest description of it as “stating nothing but very 
old doctrine ” (quoted on p. xxii of Professor Cannan’s Introduc- 
tion), it at any rate expressed this doctrine in a form which 
caught the attention of practical men, and exercised a real 
influence on the course of events. 

But Horner was probably quite well aware that the Report 
did something more than state “very old doctrine.” That a 
depreciation or over-issue of the currency might affect the foreign 
exchanges had indeed long been recognised. Gresham mentions 
this in the very letter to Queen Elizabeth which has gained him 
(erroneously) the credit of discovering “Gresham’s Law.” But, 
for all that, what may be called the Balance of Trade Theory 
held the field as the recognised doctrine of the foreign exchanges. 
An unfavourable exchange was attributed to an excess of imports ; 
a favourable, to an excess of exports. The Bullion Committee 
pointed out that a depreciation of an inconvertible currency alters 
the par of exchange itself, the new par being such amount of a 
foreign metallic currency as the depreciated unit will buy at the 
market price of bullion. What is more, they showed that ‘there 
cannot be, for any long period, either a highly favourable or 
unfavourable balance of trade; for the balance no sooner affects 
the price of bills than the price of bills, by its reaction on the 
state of trade, promotes an equalisation of commercial exports 
and imports.” Consequently, that excess of exports, which they 
found to have characterised British trade in the five years pre- 
ceding the Report, was to be interpreted, not as an influence 
conducing to a favourable state of the exchanges, but rather as a 
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symptom of an unfavourable balance of payments, due to exces- 
sive expenditure abroad, which was aggravating the currency 
difficulties of the country. 

Here was an answer to the prevalent argument that an excess 
of imports threatened to denude the country of its gold, and made 
a gold standard impossible. An excess of imports was not an 
act of fate, an unalterable fact. The balance of trade no doubt 
affected the exchanges ; but it was equally true that the exchanges 
affected the balance of trade. And it was at this point that the 
quantity theory came in. If the excess of imports could be cured 
by a restriction of cash payments, which left the exchanges free 
to range far beyond the specie points, it could equally be cured 
by a contraction of the currency, which would raise the bullion 
value of the monetary unit. 

Remedies did not come within the Committee’s reference, and 
the Report left the method of contracting the currency to the 
discretion of the bank. But this did not prevent the Committee 
from pointing out the importance of the rate of discount as an 
instrument of currency control, and the disadvantages of the 
legal limitation of the rate to 5 per cent. And they appreciated 
the fact that the essential function of a high rate is not, as is 
now so often assumed, merely to attract foreign lenders, but to 
act as a deterrent on trade borrowing. In this respect they under- 
stood the regulation of credit better than many who have had the 
advantage of seeing the results of the bank-rate control by which 
for three-quarters of a century the credit system of London, and 
therefore of the whole world, has been successfully regulated. 

Indeed, the fallacies against which the Bullion Committee 
contended are widely prevalent at the present time. ‘They are 
confidently voiced by bankers, politicians, and others, who from 
prestige and position have every right to be heard, and who yet 
hardly seem to be aware that the Balance of Trade theory is not 
the last word of scientific thought. The appearance of a reprint 
of the famous Report is therefore most opportune. 

Professor Cannan provides an interesting Introduction, mainly 
historical. Perhaps a little more theoretical discussion of the 
Report would not have been out of place. Such theoretical dis- 
cussion as there is is too much concerned with the Quantity 
Theory, and, for example, does not bring out the importance of 
the Committee’s exposure of the Balance of Trade fallacy. 

There are one or two points in Professor Cannan’s interpreta- 
tion of history which are open to challenge. He follows most 
economists in attributing the original suspension of gold payments 
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in 1797 to excessive borrowing for the war. The sums borrowed 
were large ; but is this explanation reconcilable with the reduction 
of the note issue and of the unfunded debt in the years imme- 
diately preceding the suspension? And when he comes to the 
resumption of cash payments in 1821, he attributes the bank’s 
success in resuming to the repayment of £10,000,000 of Exchequer 
Bills by the Government, in accordance with the recommendations 
of the Committees of 1819. But the premium on gold vanished 
after a last faint flicker in November, 1819, and the repayment of 
the Exchequer Bills did not begin till after that date. With 
gold at the Mint price, and the foreign exchanges at or above par, 
the gold standard was restored, and the repayment of the 
Exchequer Bills (a sound measure in itself) did no more than aid 
the bank in accumulating a large reserve of bullion and specie. 

And is the accuracy of Professor Cannan’s references to the 
history of his own day beyond reproach? On p. xiv he seems to 
imply that the prohibition of the melting of gold coin in this 
country took effect from the beginning of the war instead of only 
from December 5th, 1916. 

But some of the foregoing criticisms are on questions rather 
of emphasis than of accuracy, which do not materially detract 
from the value of Professor Cannan’s Introduction. 

As to the reprint of the Report itself, a little more vigilance 
in the reading of the proofs would have been well spent. And 
if it was necessary to parade the correction of “scarcity” to 
“security” on p. 47, with all the trappings of square brackets, 
queries, italics, and a separate reference in the Introduction, could 
not the error of 12 oz. 3 dwts. for 12 oz. 13 dwts. on p. 31 have 
been corrected too? True, the former correction was made, and 
the latter was not, in the second edition of the Report. But it 
happens that both occur in passages quoted from the evidence, 
from which the correct readings can be obtained, and so all doubt 
removed. R. G. HAWTREY 


War-Time Financial Problems. By Hartiey WITHERS. (Lon- 
don: John Murray. 1919. Pp. x+3806. 6s. net.) 


Mr. WITHERS must by this time be rather wearied of com- 
pliments on the lucidity of his style and the light and easy way 
in which he handles the dull and unattractive topics that he has 
selected for treatment. Many people seem to have forgotten that 
Bagehot and George Rae were quite as successful in relieving 
the monotony of monetary and financial questions by supplying 
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the salt of humour and the brightness of fitting literary allusions 
without any sacrifice of scientific precision. After all, the true 
test of merit is in the substance, whatever be the grace of the 
form, and it is by this test that our author may claim to be 
estimated. 

Regarded in this way it may at once be said that the present 
book contains a great deal of sound criticism as well as effective 
exposition of economic principles that are in danger of being 
ignored in the press of the abnormal conditions that a state of 
war generates. It is a useful task to bring out the essential 
nature of capital and to insist on the fact that it is the outcome 
of saving. Still more needed is the exposure of the currency 
fallacies that arise so naturally and are so readily accepted in 
commercial and business circles. The criticism of the theories 
of paper money as the source of national prosperity if issued in 
sufficient amount is complete and timely. It is, however, true 
that to set such pleas before economists is to preach to the 
converted. 

We therefore are more attracted to Mr. Withers’ treatment 
of the more fundamental and difficult problem of the method 
most suitable for financing the war. In his criticism of the 
policy actually followed there is a justifiable severity. The 
absence of any far-sighted conception of the way in which the 
financial conditions would be influenced by the progress of the 
war is regarded as the explanation of the many failures of the 
Government. “The problem which a statesman who had thought 
out the economics of war beforehand would have recognised as 
the keystone of his policy would have been that of diverting the 
activities of the country from providing itself with comforts and 
amusements to turning out goods required for war” (p. 41). The 
mode of solution is that of equitable taxation, and, as Mr. Withers 
affirms, “If such a policy had been carried out the cost of the war 
to the community would have been enormously cheapened” 
(p. 42). “The community would gradually have shed one after 
another the extravagances on which it spent so many hundreds 
of millions in the days before the war” (p. 43). Nor, in our 
author’s opinion, was this course beyond the power of a really 
bold and far-sighted Finance Minister. Unfortunately, the 
opposite course of stupidly drifting along what was thought to be 
the line least likely to excite discontent was followed, with the 
necessary result of creating greater difficulties for the future. 
The pity is that such sound doctrine was not impressed on the 
public mind at an earlier stage. 
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Connected with, though also in contrast to, the finance of the 
war is the post bellum problem of dealing with the burden that 
flabby financial policy has placed on the country. In this case, 
too, Mr. Withers takes a pronounced attitude of hostility towards 
the proposal that has attracted most attention and gained 
most popularity. He will not give the slightest countenance 
to any scheme for a levy on capital for the purpose of redeeming 
or largely reducing the debt. He brings out very clearly the chief 
difficulties that such a levy would involve, and ultimately rather 
comforts his readers by the reflection that “with taxation on a 
really sound basis no further sacrifice would be involved by the 
debt charge, and no diminution of the nation’s wealth; but only 
a transfer of consuming power from taxpayers to debt-holders in 
accordance with the sacrifice made by the latter during the war ” 
(p. 256). This position is, at least apparently, very near that of 
the upholders of the theory that domestic public debt is a case of 
the right hand paying the left to which Professor Nicholson has 
done justice in his War Finance. It seems to us that in common 
with other critics of the capital levy plan, Mr. Withers makes 
play with the fallacy of objections and hardly gives sufficient 
weight to the political aspects of a heavy annual charge for debt 
incurred for war expenses. Nor is the danger of this situation 
diminished if, as we may hope, the process of restoring the mone- 
tary standard is carried out with reasonable speed. Interest pay- 
ment accompanied by the gradual reduction of the principal of 
the debt in a currency of rising value would be a certain cause 
of discontent and even lead to the promulgation of extreme plans 
for getting rid of the public creditors’ claims. 

But War-Time Financial Problems is not confined to the direct 
policy of the State. Some of the most interesting parts are those 
dealing with questions of organisation and economic reform. The 
joint-stock system is one of the vital parts of modern commercial 
organisation. Amongst its other evil effects war has led to 
restrictions on, and proposals for closer regulation of, companies. 
In his telling style Mr. Withers exposes the danger of undue 
limitations on the normal activities of these bodies. In par- 
ticular, the absurdities that restraint on the export of capital 
gives rise to are made plain. By recurring to the essential fact 
that capital consists in commodities, the ingenious idea that we 
can keep in capital while we stimulate the outflow of goods 
becomes a contradiction in its nature. No difficult reasoning or 
appeal to abstract theory is required to establish these common- 
sense views; but, unhappily, they need to be persuasively 
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expounded by those who are able to influence opinion, and Mr. 
Withers belongs to this class. 

The article on “International Currency” deals with a more 
complicated issue, and naturally is confined to some of the obvious 
aspects of the proposal that it discusses. We may agree with the 
opinion that the present time has so many difficult problems to 
face that it would be unwise to alter the currencies of the world 
by hurried action. But there is, on the other hand, the grave 
consideration that the extraordinary disturbances in the various 
national currencies—disturbances that must be corrected in some 
way—afford a most favourable opportunity for international 
action. Owing to the great alterations in the standard of value, 
it is possible to introduce adjustments between different currency 
systems that could not be attempted with any hope of success in 
normal times. Without indulging in any fancy expedients or 
inflicting grave injustice on important classes, it would appear to 
be possible to remove a great deal of the exisfing confusion in the 
systems of currency. Mr. Withers quite justly holds that “it is 
very doubtful whether such an organisation as the League of 
Nations could, at least during the first half-century or so of its 
existence, be called upon to tackle so difficult a question as that 
of the creation of an international currency based on international 
credit.” The League of Nations, or the humbler organisation 
of an international monetary conference, might, however, go far 
in realising the ideas of the Paris Conference of 1867 and give 
the world a convenient unit for the currencies of the world. We 
might also hope that internal currency reforms (such as the 
adoption of the decimal system in England) could be worked into 
such a scheme without any extra inconvenience. The need for 
restoring sound conditions in the monetary arrangements of 
nearly every country supplies ample ground for concerted action, 
which does not, or at least need not, mean indulgence in specula- 
tive devices for using credit as a foundation for the money of 
the future. 

In the controversy between Sir E, Holden and Lord Cunliffe 
as to the merits of the Act of 1844 the position taken by Mr. 
Withers is somewhat undecided. His readers would have appre- 
ciated a fuller discussion. 

Finally, we might ask for qualification of the judgment that 
the man who saves in order to provide “for those who come after 
him” is actuated by ‘‘a purely selfish motive” (p. 7). Even in 
“providing for his old age” the saver may desire to relieve others 
of the task of doing so! C. F. BAsTABLE 
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Foreign Financial Control in China. By T. W. OVERLACH. 
(New York: The Macmillan Company. 1919.  8vo. 
Pp. 295.) 


In this book an attempt is made to narrow down the vast field 
of foreign finance and foreign policies in China to an examination 
of the control clauses embodied in foreign loan contracts and 
railway concessions in China. 

The day may come when a settled government and a purified 
administration will raise the credit of the country to a level which 
will enable China, like the Western Powers, to provide the means 
for developing her vast natural resources by the issue of consoli- 
dated stock. In the present stage of China’s political and 
economic development it is not unreasonable that foreign capi- 
talists before parting with their money should ask for adequate 
guarantees that it shall not be misspent. On no other conditions 
will Western capital be forthcoming. 

Such guarantees are required as much in the interest of the 
borrower as of the lender. It is upon the Chinese ryot that the 
burden of the debt ultimately falls, and it is in his interest to 
secure that the borrowed money shall be guarded from waste or 
fraud, and that the railway, on the profits of which depends the 
redemption of the debt, should be economically constructed and 
efficiently managed. 

So much will probably be conceded, and if the guarantees 
sought had been confined within the ambit of purely financial 
control, if political considerations had not supervened, there would 
have been no room for criticism. Unfortunately, politics could 
not be excluded. 

In 1895, after her defeat by Japan, China lay at the mercy 
of the Western Powers. The temptation proved irresistible. 
Strategic bases were established by successive encroachments on 
the territory of China, and in the continued application of 
imperialistic policies to exclusively national ends the Powers 
entered upon a struggle, the Battle of the Concessions, for the 
control of China in which the combination of politics and finance 
played a sinister part. 

The evil wrought its own cure. The dismemberment of China, 
to which the policy of encroachment was inevitably leading, was 
averted by the adoption by general agreement of what is known 
as spheres of interest. China was parcelled out by the Powers 
into geographical areas within which each Power claimed for 
itself the primary right of economic exploitation. This was 
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manifestly unfair, inasmuch as the only terms upon which China 
could obtain foreign financial assistance within the given area were 
those which the Power might choose to demand. China was 
deprived of the advantages of buying in the cheapest market. 

Mr. Overlach’s definition of spheres of interest and of the 
spheres of influence which followed them is, we think, incomplete. 
The contrast is not between an exclusive right to exploit on the 
one hand and a certain degree of control, short of a protectorate, 
on the other, but between the exercise by a single Power of a 
monopoly right of exploitation and a preferential right of exploita- 
tion on terms not less favourable than those offered by others. 
The latter was not an unreasonable stipulation. It safeguarded 
the right of China to obtain the money or commodities she 
required at fair market prices. It protected the lending country 
against its credit being used to support the industries of another 
foreign Power and ensured an effective demand for its own com- 
modities, provided these could be produced as cheaply as else- 
where. Nor was this policy, as Mr. Overlach points out, neces- 
sarily opposed to the policy of the open door, provided the neces- 
sary control was kept within reasonable bounds. 

The financial policies of Great Britain, Russia, France, Japan, 
Germany and the United States are separately discussed. The 
analysis of the various loan agreements is fairly clear, but the 
detailed information is confessedly incomplete. More than once 
the author confesses that he has not seen the agreement about 
which he is writing. The style throughout is cumbrous and 
involved, and no very clear or definite impression is left upon 
the reader’s mind. Mr. Overlach has evidently read extensively 
on China and quotes freely, but it does not appear that he has 
had access to much information at first hand, and the result 
suggests compilation rather than composition. 

Upon the whole the account of British relations with China 
is the most successful. ‘British control,” he says truly, “is 
essentially financial and non-political.” The foreign policy of 
Great Britain in China is founded upon “the old traditional 
laisser-faire and free trade principles which have made the 
Empire great,” and he has no difficulty in showing that the policy 
of non-interference, and, it may be added, the tendency of British 
finance to assume a cosmopolitan character which has at times 
been criticised as suicidal to British prestige and British finance, 
“has by no means handicapped the tremendous growth of British 
railway interests in China.” 

We have not space here to deal with the chapters on France, 
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Russia and Japan, except to say that in his criticism of Russia 
Mr. Overlach appears to us unfair. He refuses to make any 
allowance for Russia’s natural and long-cherished desire for an 
ice-free outlet to the Far East or her pride in the gigantic 
railway enterprise which reduced the journey from Paris to 
Peking to eleven days. The sorrowful catastrophe which has 
befallen our Russian ally should not make us unmindful of the 
benefits she has conferred upon the world and may yet confer 
again. 

It is when he comes to deal with the United States that our 
author finds himself at home. ‘The United States,” he asserts, 
“is the only great nation that has maintained throughout its 
relations with China a consistent attitude of unselfishness.” It 
is not from any desire to question the general truth of this state- 
ment that we venture to take exception to one of its terms. 
Until late in the nineteenth century America’s foreign interests 
may be described as negligible. She had no inducement to meddle 
in foreign affairs. But times have changed. Events have drawn 
the United States away from her traditional policy of isolation 
and cast upon her the responsibility for large and direct inter- 
ference in the affairs of countries other than her own. The 
policy of the past and the policy of the present are thus 
brought into sharp conflict, but “unselfish” seems to us as in- 
appropriate a description of the first as “selfish” would be of 
the second. It is true that the foreign policy of the Powers is 
dictated and foreign finance governed by considerations of national 
advantage and profit. There is no reason to believe that the 
policy and finance of the United States offer any exception to 
this rule, and we venture to think that it would be unfortunate 
if it did—for China as well as America. “I have never known 
much good done,” says Adam Smith, “by those who affected to 
trade for the public good. It is an affectation, indeed, not very 
common among merchants.” ‘The true policy is the open door 
in China, and if the United States sticks to that all will be well. 

The chapter on “International Control” is confused, and even 
the quotations are unsatisfactory. It is impossible for anyone 
who is not acquainted with the facts to follow a narrative in 
which British Government Blue Books, the China Year Book, 
the Far Eastern Review, and Mr. Willard Straight’s China’s 
Loan Negotiations are all cited as apparently of equal value. And 
anyone who does know what weight to attach to these various 
authorities probably knows more than this book can tell him. 

Mr. Overlach’s conclusion is that non-interference is no longer 
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a practical policy, nor is it a policy calculated to promote China’s 
own interests. The alternative would appear to be the substitu- 
tion of international co-operation for international competition, 
the financial necessities of China being supplied under conditions 
involving the minimum of foreign control by an international 
consortium of bankers acting under the joint supervision of the 
Great Powers. 

For the sake of so sound a conclusion we may well overlook 
the occasional defects of a not very satisfactory book. It is fur- 
nished with an extensive bibliography and an exiguous index. 

C. 8. AppIs 


The Trade Relations between England and India (1600-1896). 
By C. J. Hamilton, M.A. (Calcutta: Thacker, Spink and 
Co.) 

PROFESSOR HAMILTON has done a useful piece of work in this 
survey, which tells the story of the commercial penetration of one 
country by another. With the momentous political results the 
author is not directly concerned. He has confined his attention to 
the refutation of the distorted account of its economic effects pre- 
sented in such works as Mr. R. C. Dutt’s Economic History of 
British India and Mr. W. Digby’s Prosperous British India. The 
latter is the more reckless of the two writers. He believes that 
“possibly since the world began no investment has ever reaped 
the profit reaped from the Indian plunder,” that “the plunder 
of Plassey”” made possible the commercial utilisation of “ Har- 
greaves’ ingenuity and Watt’s genius,” and that “the British 
Government . . . deliberately strangled Indian manufactured 
exports, and thereby gave English enterprise an opportunity to 
obtain a footing, which, once obtained, has led to the whole 
country being covered with the product of English looms.” The 
result of our misdeeds has been that “there is now no capital 
left in the country, nor even enough for the common needs of 
decent folk.” Mr. Dutt presents the same indictment in more 
moderate language. “India in the eighteenth century was a great 
manufacturing . . . country, and the products of the Indian 
looms supplied the markets of Asia and Europe.” English states- 
men discouraged the import of Indian cotton and silk cloth “in 
order to encourage the rising manufactures of England.” Their 
“policy was to make India subservient to the industries of Great 
Britain, and to make the Indian people grow raw produce mainly 


in order to supply materials for the looms and manufactures of 
nw? 
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Great Britain.” The period during which this policy is believed 
to have been chiefly pursued consists of the closing decades of 
the eighteenth and the opening decades of the nineteenth century. 
It is further alleged that, when protection ceased to be useful 
to Lancashire and free trade was adopted, the latter was forced 
upon India in order to prevent the revival of its manufacturing 
industry. 

“Economic penetration’ has become a term of ill repute on 
account of the part it played in the Pan-German programme. 
But it is a natural, and should be a beneficial, incident in. the 
relations between a country in a backward, and one in an advanced, 
stage of economic progress. Any country which makes use of 
foreign capital and brain power must pay for these services. They 
are ultimately paid for in goods, and it is only begging the question 
to label the payment as “tribute” or “drain.” 

It is important to remember that before 1765, when the East 
India Company became responsible for the revenue administra- 
tion of Bengal, it was incapable of imposing a commercial policy 
on any part of India. In the seventeenth century the charge it 
had to meet at home was that its commerce involved a drain of 
bullion from England. In the first half of the eighteenth century 
the policy of the English Parliament was to use the tariff as an 
instrument for the protection of English woollen and silk manu- 
factures, and a further reason for high import duties was found 
in the need to raise revenue to meet the cost of continental wars. 
The wearing of Indian silks and dyed calicoes was illegal from 
1700 to 1824. But the Company could import plain muslins and 
calicoes for use in England, and all kinds of silk and cotton piece 
goods for re-export to the continent. In 1765 Indian piece goods 
intended for use in England were subject to an import duty of 
45 per cent. ad valorem. English statesmen deserve condemna- 
tion for using customs duties in this period to exclude Irish com- 
petition, because Ireland was subject to the British Crown. But 
their application of current economic theories, good or bad, to 
commerce with India was perfectly natural and morally justi- 
fiable. The effect on the hand-loom manufactures of Bengal must 
have been very small. The Company had never imported much 
cloth. It found its chief profit in the spice trade, and the piece 
goods it bought in Bengal were mainly exchanged for spices in 
the Malay Archipelago. 

The picture of a prosperous India before the advent of British 
rule is imaginary. Bernier, of whom Professor Hamilton might 
have made greater use, is a reliable witness. On his return to 
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Europe about 1668, after a twelve years’ sojourn at the Moghal 
Court, he wrote to Colbert : “The country is ruined by the necessity 
of defraying the enormous charges required to maintain the splen- 
dour of a numerous court and to pay a large army. ... No 
adequate idea can be conveyed of the sufferings of that people. 
The cane and the whip compel them to incessant labour for the 
benefit of others.” If this was true when the Empire was still 
flourishing, one can imagine the state of the country in the half- 
century before Plassey when it was tottering to its fall and the 
Mahratta hordes were overrunning the land. Bernier warns 
Colbert that the production in India of fine cotton and silk cloth 
did not mean that the weaver was well off : ““Nothing but sheer 
necessity or blows from a cudgel keep him employed; he... 
feels it is no trifling matter if he have the means of satisfying 
the cravings of hunger and of covering his body with the coarsest 
raiment. If money be gained it . . . only serves to increase the 
wealth of the merchant, who in his turn is not a little perplexed 
to guard against some act of outrage and extortion.” It is fair 
to note that elsewhere Bernier writes in ecstatic terms of the 
natural wealth of Bengal and of its manufacturing industry. But 
the evidence given by Professor Hamilton (pp. 199-200) of the 
conditions under which weavers worked in Bengal shows that they 
were the same as those described by Bernier as existing in 
Hindustan. Much criticism has been levelled at the system of 
advances to weavers adopted by the Company, and it did in fact 
perpetuate glaring abuses. But the English only followed in the 
main native practice. Weavers in India, if put on work requiring 
the expenditure of the smallest amount of capital, had to depend 
on the receipt of advances from their employers. It is the same 
to-day, and the only alternative is co-operative credit. 

No Englishman can be proud of the administration of Bengal 
for a quarter of a century after we became responsible for its 
destinies. The government of the Company was distracted and 
vitiated by the fundamental divergence between dividends and 
duty to its subjects. We can now see that the assumption that the 
revenues of Bengal could be used like the profits of trade was mon- 
strous. But, bad as the theory was, its effect on Bengal and India, 
as Professor Hamilton proves, has been absurdly exaggerated. 
The surplus available for the purchase of goods for export from 
India was in fact small. The Government was in chronic money 
difficulties, and the Bengal surplus was largely spent on political 
objects elsewhere in India. The drain to Bombay after Plassey 
replaced a drain to Delhi in the days of native rule. The use 
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of a small part of the surplus to purchase goods for England 
cannot possibly have produced the industrial revolution there, 
even if we add the “plunder of Plassey.” It is hard to justify the 
share of the indemnity exacted after that victory given to the 
Company’s servants ; and the failure to check promptly the abuses 
of their private trade and their receipt of presents according to 
the universal practice of the native officials, whom they gradually 
replaced, are not creditable. But Professor Hamilton has shown 
that the private remittances in bullion or in goods on behalf of the 
Company’s servants have been grossly exaggerated. That these 
abuses ruined a flourishing Bengal is untrue. 

Undoubtedly it suffered at this period from a scarcity of silver, 
and the fact is urged as a proof of the deadly effect of the 
“drain.” The capacity of India to absorb silver is an old puzzle. 
Bernier pointed out that, while there was an enormous influx 
of gold and silver into Hindustan, the inhabitants displayed no 
signs of wealth. He concluded that the precious metals were 
buried “in consequence of the tyranny of governors and farmers” 
of the revenue, “a tyranny often so excessive as to deprive the 
peasant and artisan of the necessities of life and leave them to 
die of misery and exhaustion.” Hoarding no doubt was rife in 
the troublous times before 1765, and till 1773 our control of the 
administration was in fact very small. The evil was aggravated 
by the stoppage of bullion remittances from England, France, 
and Holland. So far as the failure of English remittance was 
due to misuse of part of the revenues of Bengal for trade pur- 
poses, blame can properly be awarded. But the economic effects 
of that misuse have been much exaggerated. 

To return to the main charge that England deliberately 
destroyed the flourishing cotton and silk manufactures of Bengal. 
The tariff was used in the second half of the eighteenth century 
to protect English manufacturers. But before the Napoleonic wars 
the duties were not crushing, and an excise duty on English piece 
goods was imposed in 1784. The Company appears to have received 
a considerable drawback on re-export. From 1771 to 1909-10 the 
value in millions of pounds of the sales of imported piece goods 
amounted to the following yearly averages: eight years ending 
1778, 16°5; seven years ending 1785, 11°2; seven years ending 
1892, 15°1; four years ending 1896-97, 23°1; six years ending 
1902-8, 242; seven years ending 1909-10, 13°6. The fluctua- 
tions in the first three periods are not to be explained by tariff 
changes, which were not large. The period of war duties began 
in 1797, but imports only collapsed about 1806. The competition 
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of English machine-made piece goods seems to have begun twenty 
years earlier. Even in 1787 seventeen-twentieths of the imports 
were for re-export, and the Company continued the import after 
it had ceased to yield any profit. It is legitimate to argue that 
Great Britain should not have treated India in fiscal matters as 
a foreign country, but it is unfair to ascribe to policy what was 
in fact the inevitable result of competition between machinery 
and the hand-loom. It seems doubtful whether protective tariffs 
really hastened the victory of superior means of production and 
of workmen possessing the qualities that pay in machine-driven 
industry. Ignorance could be the only excuse for overlooking 
the fact that the demand for the fine cotton and silk cloths of 
Bengal largely depended on the existence of a great Empire with 
courts at Agra, Delhi, Lahore, and Kabul, and that that Empire 
was ruined long before Plassey was fought. The allegation that 
the encouragement of the reeling of raw silk in Bengal was not 
only intended to benefit English silk manufactures, but was 
deliberately designed to stamp out Indian silk weaving, is untrue. 
As regards their home market, the English silk weavers required 
no fresh protection, for the wearing of Indian silks in the United 
Kingdom had been prohibited sixty-five years before the Diwani 
of Bengal was ceded to the Company. It could always import 
silk goods for re-export, and after the prohibition of sale for 
English use was abrogated in 1824 the trade in silk piece goods 
for the English market became a growing one. 

Professor Hamilton devotes his last chapter to the establish- 
ment of free trade, and in this connection discusses the excise duty 
on Indian cotton yarns imposed in 1896. It represents a kind 
of blunder which English statesmen as a rule only commit under 
pressure, for it sacrificed to theory every consideration of ex- 
pediency. The import duty on cotton cloth was so low, and the 
extent of competition between Indian products and the finer piece 
goods of Lancashire so slight, that no countervailing excise duty 
was required. It may be doubted whether a duty of 3} per cent. 
had much effect one way or other, but the critics of Government 
were presented with a grievance. Educated Indians are protec- 
tionists, and it is useless to point out to them that the duty was 
only the application of an economic theory in which they do not 
believe, and the continued application of which to India they 


hope to prevent. 
J. M. Dovutr 
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The Housing of the Unskilled Wage-earner. By EpitH ELMER 
Woop. (New York: The Macmillan Company. 1919. 
Pp. 321. Price $2.25.) 

The Little Town. By Haruan Paut Dovatass. (New York: 
The Maemillan Company. 1919. Pp. 258. Price 6s. 6d. 
net.) 

New Town. By W. R. Hucues, M.A. (London: J. M. Dent 
and Sons. 1919. Pp. 141. Price 2s.) 


THESE three books deal from different points of view with the 
improvement of towns. In New Town (“A Proposal in Agricul- 
tural, Industrial, Educational, Civic and Social Reconstruction ’’) 
we have the description of a practical scheme for founding a new 
country town in England. The plan is more ambitious and more 
pleasing than in the case of garden cities, and is strongly idealistic. 
Whether the combination of individual freedom and corporate 
government, of industry and agriculture, of town and country 
pleasures will draw and maintain a population, remains to be 
seen ; and on the nature and social spirit of the inhabitants will 
depend the realisation of the ideals of its founders. Limited as 
it is to some 3,000 acres, of which the greater part will be agri- 
cultural, the township may serve as a refuge or as an example, but 
cannot do much by itself in relieving congestion and dispersing 
population. 

The Little Town is a description of typical country towns in 
the United States, of a size which would only let them rank as 
populous villages in England. They appear to be ugly, without 
plan, with very imperfect local services and with local administra- 
tions which are unwilling or unable to improve them. They fail 
to be centres of trade and civilisation for the farming neighbour- 
hoods surrounding them, and they ape without success the habits 
of cities. The author has a missionary spirit, and would alter 
their physical appearance and the mental outlook of the inhabi- 
tants till they performed their true function in country districts. 
The book will be of considerable use to modern students of 
economic developments, since it describes with insight the origin 
and nature of a country population of which we know very little, 
which economic causes have brought into being in recent times. 
The points of contrast and resemblance between these towns and 
English villages form an interesting study. 

The difficulty of providing satisfactory houses at a rent which 
the unskilled workman is able and willing to pay appears to be 
nearly as great in the United States as here, except that there 
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is no complaint of scarcity of material and labour. In the first 
book named above the problem is discussed ably and thoroughly, 
with careful accounts of the plans that have been suggested or 
carried out in the United States or elsewhere. The need for a 
new departure is supported by the following statements (abbre- 
viated), on the authority of Mr. Nolen: (1) The minimum desir- 
able house cannot be provided even under favourable conditions 
for less than $1,800 or $2,000. (2) A house costing that sum 
cannot be offered on an economic rent for less than $15 a month 
(that is 9 or 10 per cent. gross on capital). (3) Unless a work- 
man with a normal family of wife and three dependent children 
has an income of $15 a week, he cannot afford so much rent. 
(4) More than one-half of all workmen receive less than $15 a 
week. The author believes that there is no escape from the logic 
of these facts. But, first, 10 per cent. gross, which is taken as 
corresponding to 5 or 6 per cent. net, allows a wide margin. 
Secondly, the majority of workmen are not living in new houses 
built at so high a cost. Thirdly, of the supposed half that have 
less than $15 weekly, many may be in districts where rent (in- 
cluding rates) is low. Fourthly, the normal family of three 
dependent children is not (in England) common; for example, 
in Northampton in 1913 in only 10 per cent. of the working-class 
households was the man the sole earner with three or more 
dependent children, and the corresponding numbers for other 
towns were under 20 per cent. Hence we are not driven to the 
conclusion that half the working-class population is badly housed. 
It should be added that “the minimum desirable house’ means a 
conventional, not absolute, minimum, and that the amount that 
can or will be paid for rent out of $15 a week depends on the 
standard of living in other respects attained, which is again con- 
ventional, and on the relative value that a man puts on improved 
housing accommodation and on other goods. The author does 
not, however, depend on this argument alone, but shows that in 
New York and elsewhere private enterprise has not provided 
enough tenements, that satisfy the lowest requirements of sani- 
tary laws, at a price which unskilled men can and will pay. The 
remedy proposed is a national housing scheme, self-supporting, 
in which the Central Government shall issue bonds to a very large 
amount at 3 per cent. ; these shall be used by the separate States, 
each of which will have a housing fund and will issue bonds at 
4 per cent. to an amount equal to the national bonds; these 
together will furnish 80 per cent. of the capital required in a 
municipal town-planning or housing scheme. The object is not 
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only to provide the capital at less than the commercial rate, but 
also to ensure that houses shall be provided on comprehensive and 
well-devised schemes and be of a satisfactory character. The 
author expresses great admiration for the pre-war housing policy 
of England, but she would hardly be contented with similar 
numerical results in the ambitious programme she proposes. 

A. L. Bow Ley 


The Equipment of the Workers. (London: G. Allen and Unwin. 
Pp. 334. 6s. net.) 


THE sub-title of this work is “An Enquiry into the Adequacy 
of the Adult Manual Workers for the Discharge of their Respon- 
sibilities as Heads of Households, Producers and Citizens,” the 
inquiry being undertaken by the St. Philip’s (Y.M.C.A.) Settle- 
ment Education and Economics Research Society of Sheffield, 
to which city as a whole it relates. The compilation was the 
work of a number of people and the editors prefer to remain un- 
distinguished. The method of the inquiry was to select a number 
of workmen and workwomen and to find out by personal visits 
and conversation what was their degree of education and culture, 
what their outlook on or interest in social or political questions, 
what their tastes and how they occupied their leisure, what their 
attitude to religious organisations. four-fifths of the book is 
devoted to a selection of more or less detailed accounts of the 
individuals examined, partly with the intention of giving a com- 
posite view of the classes whose relative numbers form the statis- 
tical basis of the report. These accounts are human, and in some 
cases amusing, but it is doubtful whether they add much to one’s 
knowledge of working-class life or outlook; they are coloured by 
the enthusiastic personalities of the investigators, who report on 
rather ordinary people thus: “She strikes me as being awakened 
to the seriousness and splendour of life,” “Green, spotty face and 
what seemed like a green, spotty soul.” However, the details 
serve to explain the principles on which the classification was 
made. 

408 men and 408 women were the subject of investigation ; 
they were so grouped as to age (under 25, 25-55, over 55 years) 
and house-room (three, four, five or more rooms) and sex that 
in each group they were about 1 in 250 of the adult working 
class of Sheffield. These 816 persons were selected, not as 
acquaintances of the investigators or attendants at W.E.A. or 
other classes, but “‘by some neutral, accidental or random method 


of approach”; it appears that the process of selection followed 
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was likely to give a random sample, though the description on 
page 39 is not sufficiently detailed to make this certain. 

When the questionnaires of these 816 persons were received 
they were classified as “well-equipped,” “inadequately equipped,” 

r “mal-equipped.” In Class I. were placed ‘“‘those who, without 
any question, were far above the average in equipment,” the 
effective persons in labour, social or religious movements, and 
those who in obscurity were interested in books or music, or who 
had intelligent knowledge of affairs outside their immediate circle. 
In Class IIT. were placed all “‘who without question are far below 
the average in character or intelligence—or, as we usually found 
the case, in both.” They are mainly unskilled or casuals; they 
have many vices and no virtues discoverable by the investigators. 
Classes I. and III. have positive characteristics, Class IT. negative. 
They follow a leader, but initiate nothing; they are free from 
vice, respectable and self-supporting; they are just ordinary 
people, and the enthusiasts who undertook the inquiry despair of 
waking them from what they regard as their sleep. 

The whole value of the inquiry from the statistical point of 
view depends on the adequacy of this classification. It comes 
to be this: certain numbers of persons were found to have the 
positive quantities defined as above, and more clearly delimited 
from the verbal descriptions already described. Is it possible, in 
the great majority of cases, to decide clearly whether a man or 
woman has the attributes of Class I. or Class III.? It appears 
that the number of marginal cases is relatively small, and if we 
can get a clear understanding of the attributes we can depend 
on the results (subject to the hazard of sampling) within a small 
but undefined proportion. The errors due to sampling are treated 
adequately, and sub-classification by age or house-room is not 
attempted because of the smallness of the numbers. The results 


aro == 


Men. Women. 
Well-equipped ... ... 23$+2 per cent. 224+ 2 per cent. 
Inadequately anit 68] +2 5, 71 +2 45 
Mal-equipped ... . +13 6 +14 5, 


where +2, etc., are the standard deviations from pure sampling. 
The authors use twice the standard deviation as the measure of 
roughness, and judiciously quote the results as “some two-thirds” 
inadequately equipped. 

That nearly one-quarter of the population should be in the 
first class and less than one-twelfth in the third is perhaps a more 


favourable result than would have been anticipated. 
A. L. Bow.ey 
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Die Anféinge des modernen Kapitalismus. By Luco BRENTANO 
(Miinchen : Verlag der K. B. Akademie der Wissenschaften. 
1916. Pp. 199.) 


It is a pleasure to be able to review the latest, though not very 
recent, publication of one so long and honourably known to 
English economists as Brentano. The book before us is a 
Festrede delivered in 1913, and printed three years later, with 
three solid appendices. The whole is a contribution to what one 
may call that Sombartstreitt which has occupied German 
economists from the first appearance of Sombart’s Moderne 
Kapttalismus in 1902. Unfortunately, Sombart’s second edition 
(four volumes of which have recently come to hand here) only 
began to appear in 1917; so that Brentano is arguing with the 
earlier Sombart. A preliminary plunge into the four volumes 
shows that the earlier and later Sombarts are not identical. <A 
few of the slashing, one-sided, historical generalisations against 
which Brentano’s close and well-supported argument is directed 
are no longer found; and there appear to be traces of approach 
to Brentano’s position on certain points. Whether these are a 
result of this attack or not, there can be no doubt that Brentano’s 
weapon draws blood from the earlier Sombart. 

The Festrede itself is devoted mainly to tracing the existence 
of capitalistic enterprise in Sombart’s sense, that is to say, “enter- 
prises” in which the entrepreneur strives for limitless gains and 
not for a mere customary livelihood, during the centuries between 
400 and 1200 A.p., an age in which, according to the earlier 
Sombart, there was no such enterprise. Capitalistic enterprise, 
it is argued, maintained itself at Byzantium, but was taken up 
in the West long before the fourth Crusade gave the plunder of 
Byzantium to the Venetians and the Franks. Everywhere it is 
found at an early date in trade; because, whereas in primitive 
societies it is against good manners to aim at limitless gain from 
members of your family, tribe, or other “economic unit” 
(Wirtschaftseinheit), you may squeeze all you can out of strangers. 
It is found even earlier in war; since conquerors have never con- 
tented themselves with a mere customary livelihood at the 
expense of the conquered. Very early, also, is the actual loan of 
cash to those outside your “economic unit” at usurious rates. 

Of these three forms of “capitalistic enterprise,” the first and 
third were developed among the Teutonic peoples in the early 
centuries, say 600-1200 a.p., by strangers. It was the second, 
war for unlimited plunder, which was the home product, the force 
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which first broke down Teutonic Naturalwirtschaft ; and soldiers 
serving for pay and hope of loot were the first large group of 
wage-earners. Charles Martell beat the Saracens and William 
the Bastard beat the Saxons with hired armies. The thesis is 
developed with uncommon learning. 

In the Mediterranean cities meanwhile the hunt for gain in 
trade and the hunt for gain in war went hand in hand. Both in 
South and North the merchant followed the armies and preyed 
on conquered Wirtschaftseinheiten without a pang of conscience. 
Lastly, in the Crusades, commercially-minded Venetians and 
Genoese see the limits to their gains still further withdrawn, and 
plunge in with zeal. The Crusades produce Italian trading 
colonies in the Levant, and again the limit recedes. The Crusades 
bring in luxury trades, silk, cotton and velvet ; and the industries 
devoted to them in the West are the first to be organised on the 
outwork system (Verlagssystem) or in big workshops (Manu- 
faktur). “Der moderne Kapitalismus hat also im Handel, der 
Geldleihe und dem Kriegswesen seinen Anfang genommen” 
(p. 48). That is the thesis. 

The first appendix deals with the conception and definition 
of the rather untranslatable Wirtschaftseinheit ; and develops the 
view of the origin of the striving after unlimited gains in trade 
already referred to. It is pointed out that, in relation to non- 
members, medieval ‘economic units” most hostile to unlimited 
gains amongst members—gilds, for instance—had an unlimited 
appetite for privileges and monopolies; and always allowed their 
members to sell ‘in the foreign,” as we say in England, which 
might be in the next parish, at what price they could get. It 
was everywhere a crime to take usury from those of your blood ; 
but spoiling the Egyptians was a very ancient practice. 

The second appendix deals with the fourth Crusade, and under- 
pins the views expressed in the text. We see blind old Dandolo 
driving hard bargains with the Franks, “tant con nostre com- 
paignie durra,” “so long as we go shares in this venture,” like 
any other company promoter. He had no need to acquire the 
“capitalistic spirit” or to take lessons from anyone in “exploita- 
tion.” 

The third and much longest appendix (pp. 78-199) is called 
Handel, Puritanismus, Judentum und Kapitalismus. It is a 
critique of Sombart’s exaggerated estimate of the Jewish factor 
in the development of capitalism and of Max Weber’s rather fan- 
tastic notion (from which Sombart got the hint which he worked 
upon in his Juden und das Wirtschaftsleben) that the only true 
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“capitalistic spirit” is the “ethically tinted striving for gain” 
of those English Puritans who gave the word “calling” its double 
flavour, theological and economic. Brentano has no great 
difficulty in proving from the Bible and Bunyan and Benjamin 
Franklin and the Fathers, first, that Weber misrepresented the 
Puritans; second, that the Puritans who made most of the duty 
of following one’s “calling” as a religious enterprise were mostly 
very humble folk—tinkers and such ; thirdly, that where Puritans 
had most capital, in Geneva and Amsterdam, this particular theo- 
logical development was not conspicuous; fourthly, that Richard 
Baxter does not stress the religious duty of work in one’s 
“calling” much more than St. Basil, St. Augustine, and St. 
Benedict, who also must have been filled with the true “capi- 
talist spirit” if Baxter was—as Weber maintained ; and so on. 

As for Sombart’s teaching about how the desert put capitalism 
into the bones of the Jew, who was always looking into endless 
distances and fatally striving for limitless gains—Brentano calls 
it, quite rightly, far inferior to Buckle at his worst. Its asso- 
ciated suggestion that thenceforward the Jew was a sort of 
capitalism-carrying microbe is also combated. “Nicht wo Israel 
hinkommt, spriesst neues Leben empor, sondern wo ein witt- 
schaftliches Aufschwung stattfindet oder zu erwarten ist, da zieht 
Israel hin” (p. 165). The causal relation is just the reverse of 
that postulated by Sombart. 

There is this about Sombart : he is an admirable intellectual 
gadfly. He has stung more German economists and historians 
into activity than any living writer. Not so many, however, in 
England as one could wish. Perhaps this entry of Brentano, 
whom we all know, into the Sombartstreit may provoke us. Som- 
bart’s second edition was in its third impression last year. How 
many copies of the first edition are there in English economists’ 
libraries ? J. H. CLAPHAM 


Co-operation in Many Lands. By L. SmitrH GorDON and C. 
O’Brien. (Manchester : Co-operative Union. Pp. 272.) 


THE title of this little book—which is well worth reading by 
students of co-operation—does not quite fully reflect the nature 
of its contents. The authors do indeed review the co-operation 
of “many lands ”—not by any means of all in which co-operation 
may be said to be well established. There is, for instance, not 
a word about the co-operation either of India or of Japan, both 
of which are distinctly of interest. And the co-operation of 
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Russia, which has had a truly magnificent development, might 
be held worthy of more mention than in one passing sentence. 
But the number of countries discussed is quite sufficient to suit 
the purpose in point. In writing of them the authors have, 
indeed, fallen into some little mistakes. Their main aim evi- 
dently is, out of the practice of co-operation so recorded to 
construct a theory of co-operation and establish a carefully pre- 
pared classification, which, purporting to be new, turns out only 
a slightly modified replica of the learned classification made by 
the late Schulze-Delitzsch, and further elaborated by his successor, 
Dr. Criiger, which has been generally neglected by modern, more 
practically-minded students as over-discriminating and carrying 
subdivision to excess. To what end should all this hair-splitting 
be? Co-operation of its essence should be one. Its various 
forms, adopted to serve certain distinct purposes, are intended to 
supplement one another. <A carpenter is a carpenter, whether 
he work with a saw or with a plane. A traveller is a traveller, 
whether he travel by omnibus or by the tube.. The difference 
between one traveller and another lies in the destination for 
which he is bound. In co-operation there are two distinct 
destinations. One is the emancipation of Labour by converting 
the wage-earning worker into a self-employer; the other is to 
cheapen living by co-operatively reducing price. Beyond these 
two immediate aims lies the common goal of brotherhood, which 
is to lead up to the co-operative commonwealth. The authors 
review rather too seriously the pleas put forward in the United 
Kingdom by those, at one time wrangling, brethren, now living 
peaceably, but still to some extent separately, beside one another, 
producers and distributors. Both are advocates’ pleas pro 
domo. Of the two sides, the fact that the producers explicitly 
recognise the indispensableness of distributive co-operation, 
whereas the distributors will not hear of independent, not wage- 
paid, production, appears to indicate that they are the fairer 
of the two. The distributors, elated by their grandiose, most 
satisfactory, but, after all, easy success, ignore other aspects of 
co-operation—apart from the political one, which they have 
adopted from the Socialists rather than from the Trade Unionists, 
as the authors will have it. Of what their supremacy means, Irish 
agricultural co-operators have a tale to tell in the matter of 
dairies. Their production is necessarily limited to the consuming 
home market—supposing that they can attain to that “supre- 
macy,” which at the Aberdeen Congress they distinctly claimed 
as their aim. In the United Kingdom, however, we must un- 
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doubtedly lay our account with remaining an exporting country. 
After all, Schulze-Delitzsch’s oft-quoted simile must be taken to 
be correct. He described distributive co-operation as the indis- 
pensable “foundation” of the structure to be raised, with credit, 
which is to provide funds for the prosecution of agricultural and 
industrial production, as the “walls,” and production, the most 
difficult, but also the most emancipating, form of all, as the 
crowning “roof.” 

In reviewing the co-operation of various countries the authors, 
as observed, fall into a number of little mistakes, of which, how- 
ever, too much should not be made. Thus it is quite incorrect to 
say that in Italy Socialism predominates in the co-operation 
established in towns, leaving it to be supposed that neutral and 
“catholic” co-operation have the rural districts to themselves. 
Indeed, the reverse would be at any rate nearer the truth. For, 
apart from the great Alleanza of Turin, the co-operative stores, 
which stand for a good deal, are neutral; and they, of course, 
have their seats in towns. Also the Banche popolart, which like- 
wise stand for much, are for the most part neutral, with a 
sprinkling of “catholic ” institutions among them. It is the 
contadini and the rural braccianti, and their unions located in 
such pronouncedly Socialist towns as Ravenna and Reggio 
(Emilia), which make up the main of the Socialist force. The 
French term of “capital variable,” again, has been adopted to 
prevent a society’s becoming a close corporation, like the Paris 
lunetiers. The sale of shares is not only forbidden in Belgium. 
In Italy it has led to great abuses—shares being sold at a high 
premium, which, though legally justified on the ground given by 
the authors of accumulated reserve funds, is practically deter- 
mined by the rate of dividend paid, which, unfortunately, is still 
for the most part not limited. The references made to the 
“National” (ordinarily called the “Imperial”) and the “ Neu- 
wied ” unions indicates a want of acquaintance with co-operative 
organisations in Germany. And the authors are scarcely fair to 
the several ‘‘catholic ” unions, the justification of whose existence, 
despite their denominational character—which is certainly to be 
regretted—lies in the peculiar conditions of their several coun- 
tries, which constitute a case of sint ut sunt, aut non sint. To 
express a hope that in Belgium time may prove a “solvent” of 
the contention quite naturally existing between the Socialist 
unions (in towns) and the “catholic” of the rural Boerenbond 
in the country, is to own to an absolute want of familiarity with 
the conditions prevailing. The “catholic” societies were formed 
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for the express purpose of combating Socialist propaganda; the 
Socialist societies, on the other hand, have adopted Gambetta’s 
view that ‘Le cléricalisme, voila l’ennemi.” The “Catholics,” 
be it said, are not by any means as intolerant or as priestridden 
as their name and organisation appear to imply. Thus far, at 
any rate, they have rendered good service. 

The authors read our British distributive co-operators a very 
useful lesson in pointing out that, in spite of much high falutin 
language currently in use, their co-operation is one of business. 
However, they a little underrate the power of the Wholesale Society 
to influence the business of the retail societies. The “Outline 
of the History of Co-operation” given will be welcome to not a 
few readers. And the chapter on “Co-operative Finance” dis- 
cusses thoughtfully problems of present urgency. Altogether the 
book is decidedly a valuable addition to co-operative literature. 

Henry W. WoO.urFrF 


No. 117.—vob. xXx. I 








NOTES AND MEMORANDA 


Cost oF LIVING AND WAGE DETERMINATION 


‘'HE general increase in prices throughout the world has 
resulted in computations of index-numbers by the official statis- 
ticians of most countries, and has raised in an acute form all the 
practical and logical difficulties that underlie the problem of 
making a single measurement of the change in the purchasing 
power of money. Since in Australia the legal fixation of the 
minimum wage depends on the level of prices, it is natural that 
there considerable attention has been given to the subject, and 
we should expect that Mr. Knibbs, with his usual energy, would 
have considered the subject in its practical and theoretical bear- 
ings. In fact, in Report No. 9 of the Labour and Industrial Branch 
of the Commonwealth Bureau of Census and Statistics (July, 
1919), we find not only detailed statements of the changes in 
prices, wages, employment, etc., but also an appendix of fifty-five 
closely-printed pages in which the theory of price-indexes is dis- 
cussed minutely. It is to this report that the references in the 
following paragraphs refer. 

A convenient notation for the discussion is as follows!: At 
date A let P,P.... be the prices of units of commodities, 
Q1, Q2... the quantities assumed to be purchased; at a later 
date B, let pi, pe..., iy Qe... stand for prices and quantities. 
Write 7,;=pi~ P,, etc., for the ratio changes of prices. 

The expenditure in year A is then Q:P1+QePet+ ...=Hi+Ee 
+...=SE, and in year B qy~it+qoPet+...=€iteet...=Se. 

Since the ratios, 7, are more exactly determinable than the 
quantities, Q, especially in wholesale prices, most of the work 
on the theory and practice of index-numbers has been directed to 
choosing commodities, ascertaining their price changes, and then 
considering how the ratios should be combined. It is well known 
that, for wholesale prices in times when change has not been 
rapid and special commodities have not shown abnormal move- 


1 See Statistical Journal, 1919, p. 343, where some aspects of the problem 
are discussed. 


























MARCH, 1920] COST OF LIVING AND WAGE DETERMINATION 115 


ments in price, very little depends on the choice of weights, or 
on the choice of the base year in which for computation prices 
are equated to 100. American statisticians and Mr. Knibbs (pp. 
185, 207, etc.), apparently disliking the abstractness of this 
method and believing that the problem of measurement is capable ° 
of exact solution, are inclined to discard the use of ratios, and 
use the following direct method: The quantities, Q, are ascer- 
tained at a standard date either by estimates of the mass of com- 
modities used in the case of wholesale prices, or by working-class 
budgets in the case of retail, and SE is computed at this date. At 
a subsequent date the quantities are valued at the new prices, and 
Qi1P1+ Qep2+ =SQp is computed; prices are then said to have 
changed in the ratio SE: SQp. The resulting index is, of course, 
100SEr+SE, and the method is simply equivalent to weighting 
the price ratios by the estimated expenditure in the standard 
year. Writers who use this method have not, however, escaped 
the difficulties of weighting, for if a different base year had been 
selected, where the quantities were Q’,, Q's, etc., the index would 
have become 100SQ/p~+SQ/P (where, in fact, the price ratios are 
weighted by Q’/;Pi, etc.), and the choice of a particular year has 
always been accidental (e¢.g., a year in which budgets were 
collected). Mr. Knibbs says (p. 208) : ‘‘ With price-ratio methods 
we are working in the dark, and it can only be because of this 
that some economists have ventured the opinion that one may 
neglect weights altogether. This proposition arises from a wrong 
apprehension of the essence of the problem.” This statement 
follows paragraphs in which the difference between various 
methods is shown by illustrations involving only two or three 
quantities whose price changes are very diverse. Later (p. 225) 
we read that “the aggregate-expenditure or aggregate-cost method 
is alone valid.” Such a dogmatic statement is by no means 
justified by the algebraic analysis or arithmetical illustrations 
given, and it suggests that the writer has not appreciated the 
reasons which have led to other methods. The controversy is 
an old one, and it might have been hoped that the principles of 
measuring price changes in normal times were settled, and that 
it was understood that in the end the measurement must be 
approximate and that no definite number could be given as 
absolutely correct. 

A much more important question is the measurement of the 
change in the cost of living when the standard budget, established 
at one date, is no longer applicable owing to changed conditions 


of supply or of habits. So long as no radical change has taken 
12 
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place, the method formerly used of calculating the movement, 
first by the quantities at date A (SQp+SQP), and then by the 
quantities at date B (Sqp+SqP), and then averaging the results, 
is likely to give a reasonable measure ; Mr. Knibbs suggests taking 
the average of the quantities for each commodity separately 
(48(Q+q)p:4S(Q+q)P), which is no doubt a good plan, but 
hardly, as he says (p. 219), “the only valid basis of comparison 
between two years in which the usage is different.” This is surely 
another case, in which there is no unique theoretically true 
method, and the test of validity is that different plausible methods 
give approximately the same results. The practical difficulty in 
application is the determination of a second standard to give q, 
unless we can depend on estimates of changes of consumption of 
wheat, meat, etc., for the nation as a whole; for it is always a 
very troublesome business to obtain an adequate collection of 
budgets, and till equilibrium is attained the collection ought to 
be annual. 

When, as at present in the United Kingdom, the regimen has 
been substantially changed, by the alteration in the proportion 
of home and foreign meat, the shortage of sugar and eggs, and 
the substitution of butter and margarine, the method of averaging 
becomes unreal and may lead to absurd results. Mr. Knibbs 
apparently despairs of making any measurement in such cases 
(p. 229, xxvil., xxxill.); yet some solution must be found, not 
only in Australia where wage determinations depend legally on 
the cost of living, but here also, where arbitrations and wage 
arrangements take it definitely into account. The existing method 
of computing the cost of a pre-war standard, based on a period 
in which sugar, eggs and butter were freely obtainable, is cer- 
tainly not valid at the present date. The problem is to deter- 
mine the present cost of a standard modified in detail, but giving 
the same nourishment and the same pleasure or satisfaction, as 
the pre-war standard. A method was suggested last May 
(Statistical Journal, May, 1919, p. 351) in which the change of 
standard was measured by the ratio of the present budget to the 
pre-war budget both at pre-war prices (SqP+SQP); this ratio 
is a tentative measurement of the ratio of the satisfactions or 
pleasures obtained at the two dates, and is perhaps more in 
accordance with reality than a measurement based on calories ; 
and on a further assumption (Joc. cit.) it is suggested that a pre- 
war wage multiplied by Sqp+SqP would afford the same pur- 
chasing power as before. In this there is evidently something too 
rigid ; to take two commodities, suppose 2 Ib. of butter at 1s. 6d. 
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and 1 lb. of margarine at 6d. (in all 3s. 6d.) have been replaced 
by 3 lb. of margarine at 1s. 4d. (in all 4s.); the latter costs 4s. 
now (qp) and would have cost 1s. 6d. (qP) before, and the ratio 
of satisfaction is 1s. 6d. to 3s. 6d., or 3/7ths. To replace the satis- 
faction derived from the former 8s. 6d., we should then have to 
multiply the 4s. by 7/3rds, obtaining 9s. 4d., which, of course, 
need not be spent on 7 Ib. of margarine, but on milk to supply 
vitamines or jam or other comestible. This is an extreme 
instance, but it shows that the validity of the method depends 
on the averaging away of errors, and in analysing the process we 
come acioss many difficulties in the measurement of satisfaction 
which have no numerical solution. It may, however, be affirmed 
that when prices of commodities increase at unequal ratios, a 
purchaser can in general evade part of the injury by buying more 
of that whose price increases less than the average and less of the 
more appreciated ; if plum jam doubled in price and strawberry 
jam increased only 50 per cent., a housekeeper who had been 
buying them in equal quantities would now buy more strawberry 
and less plum. 

It is doubtful whether any algebraic process will give reliable 
results, and in fact the only practicable method at present appears 
to be to frame a new budget of goods obtainable, and in fact 
purchased, by housekeepers with the same skill of adjusting 
purchases to desires as in the case of the earlier budgets. Instead 
of measuring the satisfaction by formula, we may recognise that 
it is subjective and a matter of opinion, and obtain from repre- 
sentative working-class women a budget which in their opinion 
would now give the same variety and pleasure as a selected 
budget of 1914, care being taken that the energy value is the 
same. The result would give a new conventional budget, the 
ratio of whose cost to the pre-war budget would give a rough 
measure, perhaps as accurate as any possible more refined measure, 
of the change of that vague entity “the cost of living.” Where 
economic theory yields insufficient equations and the refinements 
of mathematical statistics fail, we may still fall back on common 


sense to obtain an opportunist solution. 
A. L. BowLey 
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THE INSTABILITY OF FOREIGN EXCHANGE 


WitH the prospect of inconvertible paper money in many 
countries for a considerable time, it is important to recognise 
that a high degree of instability of exchange rates is almost 
inevitable, and is not solely due to the continual increase of such 
money to which Governments have been obliged to resort. The 
question may be looked at from the point of view of very short 
periods, such as day to day, or rather short periods, such as a 
year, or over considerable periods of years. In each case a con- 
sideration of the circumstances leads to the conclusion that a 
high degree of instability is to be expected with inconvertible 
paper currencies. Taking the Anglo-American exchange, for 
instance, in the very short period, the position is apt to be that 
a number of people have undertaken a liability to pay so many 
dollars in New York by a certain date. Those who have taken 
this risk may be Englishmen, Americans, or even Frenchmen or 
Germans. Now if Americans have not purchased British goods, 
or stocks, or services to an extent sufficient to create a supply 
of dollars payable at the rate of exchange previously existing, the 
situation is not necessarily remedied by a further fall in the value 
of pounds in dollars. Prima facie, indeed, that fall makes the 
gap wider. If four million dollars are due to be paid, and 
Americans are due to pay one million pounds, if the rate were 
four dollars to the pound, that would clear the market. If the 
rate is three and a half dollars to the pound, however, there are 
not enough dollars obtainable with the million pounds, and com- 
petition does not tend to drive the rate up to four dollars, but, 
on the contrary, forces it lower and makes the impasse worse. 
It is like a “bear squeeze” on a stock market, when bulls have 
been caught short. 

Fortunately there are mitigating circumstances which may 
generally be reckoned upon to prevent the rate falling away 
indefinitely ; but it is important to note that the mitigations do 
not act as promptly as might be desired, and the fundamental 
instability is the dominating fact. The mitigating factors are 
mainly three :— 

(1) Stocks and shares held in England fall in dollar prices and 
become more attractive for American purchasers. 

(2) Loans in dollars can be effected at some rate of interest 
or other. 

(8) Part of the day’s demand for dollars is in connection with 


new business which may be cancelled. 
As to (1), it has to be noted that if the stocks and shares pay 
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interests in pounds, a fall in value arising in this way must exceed 
the fall in the exchange rate before purchase by Americans 
becomes attractive, unless the lower rate is expected to be 
temporary. 

If this expectation exists, the scope for fluctuation is limited, 
but if “temporary” does, not mean a very brief duration, an 
expectation of ultimate improvement in the exchange will not 
have much influence, because the market for stocks is mainly 
speculative, and no one will buy stocks to-day, even though they 
have fallen, if he expects a further fall very soon. 

Similarly, there is a difficulty about loans. A banker cannot 
afford to lend dollars on the security of pounds if he expects a 
further fall in the value of pounds. It means that he is taking 
the risk of being squeezed later on. 

The cancellation of orders for American goods also is liable 
to be prevented if there is an expectation of a further fall in 
exchange. Likewise the placing of orders by Americans for 
British or other foreign goods affected by the sterling exchange 
is liable to be delayed until dealers think that dollar prices have 
touched bottom. 

The same delaying tendency affects other foreign markets in 
some degree. Those who owe money to England delay payment, 
in spite of favourable rates for remittance, so long as they think 
that still more favourable rates may be obtained in the future. 
Thus it comes about that a fall in exchange, once begun and 
having some substantial cause, brings about conditions which 
lead to a further fall, and no quick remedy occurs. 

In the longer period, such as a year or two years, the influence 
of relative demands for goods and services will tell, but still it 
is comparatively short-period demands and supplies with which 
one is concerned. Large changes in the sources of supply can 
be effected only over periods of many years, and the degrees of 
inelasticity may be considerable over periods of one or two years. 

Some approximate idea of the great scope for fluctuation in 
exchange rates over such periods may be obtained by means of 
mathematical formule showing the bearing of these elasticities 
on the rate of exchange of monies in abstract simplified cases in 
which one commodity represents exports for each country. The 
question is somewhat similar to that of a protective tax dealt with 
by the writer in Vol. XVII. of the Economic JouRNAL (p. 98), 
and further discussed by Professor Edgeworth (Vol. XVIII., pp. 
392 and 541), and the same notation may be used. Taking, for 
the present, two countries only, each exporting one commodity, 
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let a; and az be the quantities exported by each (and imported, 
therefore, by the other), and let the supply and demand curves 
be— 


England. America. 
Demand y=f,(z) y=f.(x) 
Supply y=F,(z) y = F(x) 


Let R be the ratio of exchange of money expressed as the 
number of dollars to the pound. 
Then we should have the following equations to determine R— 


=Filq) _ Sela) 


fi(a,) F(a) 
and a,f,(a,) = a,F,(a,) or a,f\(a,) = a,F,(a,). 


A measure of the sensitiveness of R to a small change of the 
conditions may be found by considering the effect on FR if a small 
new additional payment of Z dollars has to be made, which may 
be conceived as an old loan falling due, the shape of the demand 
and supply curves for commodities remaining unaltered. 

The units of quantity and price are arbitrary, and may be 
selected so that a;=ag=1 and R=1 in the original state of 
equilibrium. The introduction of an additional payment of 
Z dollars affects the third equation in this way. The English 
sellers receive a2f2(a2) dollars for the goods they sell, but the 
amount available for purchase of American goods is that sum 
less Z. 

Therefore aefo(ag) — Z = a,Fy(a)). 


From this and the other two equations we can determine 4 


when Z=0. This can be expressed in terms of the coefficients of 
elasticity of the curves of supply and demand, but the inverses 
of these coefficients are more convenient. Moreover, the co- 
efficients for supply curves are negative, and it is easier to com- 
prehend the meaning of the formula if we take the negative 
inverse of Marshall’s coefficients of elasticity for the supply 
curves, which will always be positive. Call these inverse co- 


efficients d for English demand (i.e. d=— seen) and @ for 
1w"1 


American (a= = ahs (es)), For the supply curves we take s for 
a2 
: _ aK, '(a,) : _% Fy (a,) 
the English (s= F(a.) ) and o for the American (« Sie} ) 
—1 


oe when Z=lis l+o l—o. 


d+to s+a 
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d, 6,8 and o are all positive, and it is clear, as might be expected, 
that normally the introduction of Z causes R to diminish, but 
circumstances are possible in which the effect might be the 
reverse. The magnitude of 6, which measures the inelasticity 
of American demand, is important. If 6 is greater than unity 
to a sufficient extent, curious results might follow. When, how- 
ever, American demand is comparatively elastic, or near unity, 
d and o are the important factors in the expression, especially d, 
as the value of o tells both ways. If d be large, t.e., British 
demand for American goods very inelastic, the rate falls very 
rapidly with a very small unfavourable disturbance.' 

In the short or comparatively short period, supply curves will 
have a distinct degree of inelasticity, 1.e., s and o will be magni- 
tudes comparable with d and 6. It may be noted, however, that 
a uniform rate of supply prices would be represented by s=0 
and o=0, and the expression would become 

—Il 


1 1 
a°s** 

If, in that case, American demand were the shape of a rect- 
angular hyperbola (i.e., 8=1), the expression reduces to —d, and 
the rate of fall of exchange would be exactly proportional to the 
inverse of the elasticity of British demand. 

The existence of other countries having trade relations with 
both England and America could be discussed by similar methods, 
but with more intricate formule. For the present, however, all 
that need be said is that the existence of extremes of inelasticity 
of supply and demand is rendered less probable. 

A multiplicity of products of exchange likewise increases the 
chance that some of them will have comparatively elastic 
demands, and violent movements of exchange rates such as have 
been experienced this year are not likely often to occur when 
more normal conditions have been reached, and there is not so 
great dependence of Europe generally on American supplies. So 
long, however, as large repayments of loans, or payments of 
interest, have to be made on specific dates, there must be scope 
for speculative manipulation of the exchanges to the great dis- 
advantage of the debtor countries so long as the gold standard 
is not in existence and maintainable. Further, it seems likely 
that, in any event, considerable variability of exchange rates in 
paper money can hardly be avoided, even if war indebtedness 


1 A contract already made to pay dollars is equivalent to d=infinity. 
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were non-existent. The safeguard of a gold standard lies in the 
fact that gold is a commodity for which the short-period demand 
and the short-period supply are highly elastic everywhere. It 
is true that if gold is shipped in quantity to any country in settle- 
ment of debts, it raises general prices in that country; that is 
to say, the value of gold in that country is reduced, just as in 
the case of other commodities. The important point, however, 
is that the change of general price-level is slow compared with 
the change produced in the price of any ordinary article of trade 
when the quantity offered is increased, and this slowness prevents 
the possibility of bull and bear operations in the short-period 
market. It is probably safe to say that no one ever buys or sells 
gold with the consciousness that its value is going to be influenced 
by the operation. Practically, therefore, the existence of adequate 
stocks of gold available for export means, in the above formula, 
that d, 6, s and o cannot be of a magnitude implying highly 
inelastic short-period demand or supply curves for the totality of 
imports and exports, and the less violent movements of inter- 
national ratios of exchange, which depend on comparatively long- 
period factors, alone are possible. 

In conclusion, it may be remarked that the violent break in 
American exchange which has taken place is probably not a bad 
thing to happen once, just to compel traders and the public to 
realise the position. ‘The inference, however, from theoretical 
considerations, appears to be that we must recognise that, in 
present circumstances, individual interests do not coincide with 
national interests in the matter of buying from America. Any 
advantage to an individual who desires to have something quickly 
which he cannot procure, at the moment, except from America, 
may be far less than the loss which his action causes to others in 
depressing the exchange and compelling them to pay dearly for 
the goods which they buy. The position of maximum advantage 
is not reached by leaving things alone to settle themselves. The 
check to imports, which is, of course, produced by means of the 
fall in exchange, is only obtained by a heavy tax—in favour of 
America—on those imports which have to be obtained from 
America, and this tax can be partly avoided if the British Govern- 


ment itself imposes restrictions on imports. 
C. F. BICKERDIKE 
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THE Monetary EconoMy OF BOLSHEVISM. 


THE monetary system of capitalist society is certainly not an 
ideal one. Money has too great an influence in economic life. 
The aim of economic life is consumption, and production is obliged 
to accommodate itself to it, as it has done ever since primitive 
times. However, in proportion to the development of modern 
capitalism, another factor has been developed, which has obtained 
an undesirably great influence on production, viz., the monetary 
system. The quantity of existing money (or credit) has too 
important a réle in the determination of the quantity of produc- 
tion. This sometimes has very disagreeable consequences; but 
there is another quality of the monetary system which obviously 
is still more unfavourable, and that is that money has not a fixed 
value. The consequence of this is the constant fluctuation of 
the level of prices. This necessitates a proportionate change of 
wages. This change cannot take place without embittered fights 
between employers and workmen, and it is quite superfluous to 
describe the well-known drawbacks of these fights to production 
and to economic life generally. The present monetary system 
is, indeed, one of the weakest points of capitalism. 

The enemies of capitalist society have used this weak point 
of capitalism for their own purpose. In the theoretical campaign 
of Bolshevists against the present form of society the attacks 
against our monetary system play a predominant réle. 

The idea of the removal of the monetary system from economic 
life is not new, but it is only Bolshevism which has put it into 
practice. It has become one of the most elementary principles 
of Bolshevism and one of the most effective arguments of Bol- 
shevist propaganda. This fact gives a peculiar importance to the 
theoretical question whether it is possible to establish an economic 
system without money, or whether it is possible to substitute for 
our monetary arrangements an improved method. 

The method by which Bolshevism tries to carry out its scheme 
is to reduce ad absurdum the present monetary arrangements, 
and then to build up, on the ruins of it, its own economic system, 
in which money will be replaced by labour-tickets. 

Up to the present there are two Bolshevist experiments which 
deserve our particular attention : those of Russia and Hungary. 
In each of these countries the first part of Bolshevism’s monetary 
scheme—the destruction of existing arrangements—had been 
carried out with success, just as other parts of the Bolshevist pro- 
gramme in which they endeavoured to destroy only and not to 
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build. In destruction, the Bolshevists are perfect masters. Both 
the Soviet Governments have multiplied the quantity of bank- 
notes in such a measure that the continuance of this economy 
must necessarily lead to the devaluation and demonetisation of 
paper money. As regards the result, it comes to the same thing 
whether their doing so is in accordance with an aim-conscious 
scheme or it is merely a consequence of inevitable necessity. The 
latter supposition is the more probable. Even if they intended 
to keep the old-fashioned monetary system of capitalist society, 
they could not manage their affairs otherwise than they do at 
present. The only important source of revenue of the Soviet 
State is the printing press. ‘Therefore, they are compelled to 
follow an inflationist note policy, whether they like it or not. 
It is extremely characteristic of the skill of Bolshevists in the 
domain of propaganda that they are able to utilise even this 
unfavourable circumstance to the advantage of their agitations, 
thus giving them a popular theoretical basis. 

“Money cannot be abolished by decree. Those who think 
that one can repeal the monetary system between one day and 
the next, such persons think, indeed, in an anti-Marxist manner.” 
These words were used by Bela Kun to the assembly of the dele- 
gates of trade unions concerning the economic programme of the 
Hungarian Bolshevist Party. With these words he tried to excuse 
the financial policy of the Soviet Government which—contrary 
to expectations—had not carried out at once the abolition of the 
monetary system. He was right in so far that the thought of the 
repeal of money is entirely anti-Marxist. Marx himself was 
never an adherent of this scheme. In his work, Zur Kriték der 
Politischen Oekonomie, he styles the project of a labour-ticket 
system “a rare Utopia.” But this fact alone would not prevent 
the abolition of money as soon as possible. His followers are well 
accustomed to neglect the Marxian doctrines if the interest of the 
Soviet régime requires it. However, in the case of the monetary 
system, they found it convenient to remain—at least for the 
present—faithful to Marx. For, although it would not be at all 
difficult to issue a decree for the demonetisation of paper money, 
this measure would have soon brought with it heavy drawbacks 
to Bolshevism. The establishment of a labour-ticket system 
would not change at all the general economic situation of the 
Soviet State; it would neither improve production nor diminish 
the workmen’s claims. The Soviet Government would be obliged 
to continue its inflationist policy, and this would entirely dis- 
credit the labour-ticket system. Besides, so long as the Soviet 
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régime is not stabilised, the majority of the population would 
more willingly accept the old bank-notes in payment than the 
labour-tickets. This was the case in Russia and in Hungary, 
where the population had preferred the Romanov rubels and the 
notes of the Austro-Hungarian Bank to the notes issued by the 
Russian and Hungarian Soviet Governments. And, last, but not 
least, the realisation of the labour-ticket system supposes the 
entire equality of all wages. Therefore, it is obvious that the 
practical execution of the labour-ticket scheme, even from the 
point of view of Bolshevism, would be premature. 

Let us next examine its theoretical basis. The labour-ticket 
system of Bolshevism originates from the Marxian theory of 
value, according to which “‘the value of any article is the labour- 
time socially necessary for its production.” In other words, the 
living costs of an average working family during the average time 
socially necessary to the production of a commodity gives the 
social self-costs of that commodity. If we examine this state- 
ment from a mathematical point of view, supposing that the 
average workman’s daily output is A, the workman’s family’s 
daily necessities are B+C+D, we get the following equation :— 


One labour-day=A=B+C+D. 


However, this equation would be true only in the case where the 
labour-time socially necessary for production of B quantity of 
foodstuffs, C quantity of clothing, and D quantity of other goods 
needed by the workman’s family would be just so much as the 
labour-time socially necessary for the production of A quantity 
or, say, iron goods. And the probability of this case is unusually 
small. Incomparably more likely is the eventuality that the 
objects necessary to the life of the workman’s family claim either 
more or less labour-time than the commodity produced by him; 
and that results in a departure from the theoretical formula. 
This difference would be enormously enhanced in practice. 
For, if the actual workmen were to get for their ticket in respect 
of one day’s labour just so much goods as they have produced 
during a day, there would not remain anything for those classes 
of the population which do not take direct part in production. 
The number of this class would increase, for socialised production 
needs a more extensive administration. Besides that, there would 
be an unproductive class, composed of those who are unable to 
work. The costs of living of these must be covered from the work 
of direct producers. The result would be that the exploitation of 
workmen would not cease with the death of capitalist society, 
but it would continue under communism equally. The only sub- 
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stantial difference would be that the workmen would be under 
one single exploiter—the State. This exploiter would be obliged 
to draw from the result of productive work the costs of living of 
indirect producers and of the unproductive class. In consequence 
of this, the labour-tickets could not be simple acknowledgments 
of the hours and days of work, and they must possess most of the 
qualities of money. They must play a much more important réle 
in economic life than the simple mediation of the barter of human 
work and goods. This could be the réle of labour-tickets only in 
the event of each workman receiving the whole counter-value of 
his work. For, if the result of the work were to be less than 
the quantity corresponding to the labour-tickets in issue, the 
State would be obliged to raise exchange-values. On the other 
hand, if the quantity were more than that corresponding to the 
labour-tickets, the Soviet Government would be obliged to diminish 
them. The purchasing power of labour-tickets would be just as 
inconstant as that of our money. The labour-ticket would not 
be anything else than the money of our society : a mandat over 
an uncertain and variable part of the aggregate of production. 

The workmen, whose greed was increased by rising of prices 
in the first period of Bolshevism, would try to transmit the burden 
of increasing prices to the other categories of workmen. The 
Soviet Government would always find itself between the Scylla 
and Charybdis of the different trade unions. It would be obliged 
to be always issuing more and more labour-tickets in order to 
satisfy the wants of workmen, and to continue an inflationist 
policy, ending in the entire demonetisation of its new paper money, 
with a name such as “labour-tickets.” 

Thus the system of labour-tickets would by no means be better 
than the system of paper money. The device of a rejection of 
a monetary system is, like all other devices of Bolshevism, suit- 
able for winning the sympathy of the crowd, but incapable of 
bearing objective criticism. Pau EINZIG 





OFFICIAL PAPERS 


Board of Agriculture. Wages and Conditions of Employment, 1919. 
[Cmd. 24 and 25.] Vol. I. General Report by Mr. Geoffrey 
Drage. 

Board of Agriculture for Scotland. Interim Report on the Economics 
of Small Farms and Small Holdings in Scotland. [Cmd. 144. | 

Royal Commission on Agriculture. Interim Report. [Cmd. 473. | 

3d. Ditto Evidence. Vol IV. [Cmd. 445.] 1s. 3d. 
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Royal Commission on the Income Tax. Fifth, Sixth, and Seventh 
Instalments of Evidence with Appendices. [Cmd. 288-5, 6, 7. ] 





Report on Arbitration under the Munitions of War Acts, 1914-18. 
House of Commons, 1919, 185. 
THE twelfth of a series, bringing up to the end of 1918 the proceed- 
ings taken under the Conciliation Act of 1896. 





Coal Industry Commission. Vol. III. Appendices, Charts, Indexes. 
[Cmd. 361.] 6s. 





Report of the Empire Cotton Growing Committee. [Cmd. 523]. 
1s. 6d. 





The Housing Problem in Germany. Report prepared in the In- 
telligence Department of the Local Government Board. 1s. 





Conditions of the Iron and Steel Works in Lorraine, in the Occupied 
Areas of Germany, in Belgium, and in France. Report of Com- 
mission appointed by the Ministry of Munitions. 4s. 

Report of Committee on Meat Supplies for the United Kingdom. 
[Cmd. 456]. 3d. 








Report on the Conditions and Prospects of British Trade in India at 
the Close of the War. [Cmd. 442.] 2s. By H.M. Senior Trade 
Commissioner, T. M. Ainscough, O.B.E. 

THE Indian Industrial Commission has insisted that the Govern- 
ment in future must play an active part in developing India and 
making it more self-contained. The competition of the United 
States and of Japan with the United Kingdom for the trade of India 
is apprehended. 





Fifty-fifth Annual Report of the Registrar-General for Ireland, 1918. 
[Cmd. 450. | 
THERE has been a slight recovery upon 1917 in the marriage-rate 
and the birth-rate; the death-rate, 18 per 1,000 of the population, is 
the highest recorded since 1900. 





Final Report of the Committee on Currency and Foreign Exchanges 
after the War. ([Cmd. 464.] 1d. 1919. 

‘“‘ We have found nothing in the experiences of the war to falsify 
the lessons of previous experience, that the adoption of a currency 
not convertible at will into gold or other exportable coin is likely 
in practice to lead to over-issue, and so to destroy the measure of 
exchangeable value and cause a general rise in all prices and an 
adverse movement in the foreign exchanges.’’ Accordingly, the Com- 
mittee reinforce the recommendations made in their interim report 
(referred to in the Economic Journau, Vol. XXVIII. p. 456.). 
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Report of the Committee appointed by the Secretary of State for 
India to enquire into the Indian Exchange and Currency. 
[Cmd. 527.] 6d. 1920. Minutes of Evidence. [Cmd. 528.] 
38s. Appendices. [Cmd. 529.] 2s. Index. [Cmd. 530.] 6d. 

[‘'he causes in the rise of the price of silver—shortage of production (especially 
in Mexico), the demand of China, etc.—having been acik, it is recommended 
that the rupee should be equated to 11°300016 grams of pure gold (ten rupees to 
the sovereign).] - 





Bulletin of the New South Wales Board of Trade. Living Wage 
(Adult Males). 

A COLLECTION of decisions of the Arbitration Court of New South 
Wales, and other matter bearing on the relation between cost of 
living and a living wage. Mr. Justice Heydon decided that cost of 
living as a basis for a living wage cannot in times of war and uncer- 
tainty be measured by index numbers. 





Bulletin of the United States Bureau of Labour (Washington). 

No. 232. Wages and Hours of Labour in the Boot and Shoe 
Industry, 1907-16. 

No. 233. Operation of the Industrial Disputes Investigation Act 
of Canada. 

No. 254. This number contains a translation of Dr. Stephen 
Bauer’s Arbeiterschutz und Voélkergemeinschaft, under the heading 
‘* International Labour Legislation and the Society of Nations.”’ 





The Nineteenth Financial and Economic Annual of Japan, 1919. 
Tuts report, like its predecessors, contains beautifully illustrated 
statistics as to national revenue, exports, and imports, etc. The total 
trade increased in 1918 over 1917 by 38 per cent., cver 1913 by 
167 per cent. The rise in prices up to 1817 appears from index 
numbers based on fifty-one commodities to be much less than it has 
subsequently become. [The median of the fifty-one relative prices 
the fear 1900 being base—is for 1913, 130; for 1917 only 174. ] 








OBITUARY. 


Lorp CUNLIFFE. 


WALTER, first Baron Cunliffe of Headley, died suddenly but 
peacefully on January 6th, 1920. He will be remembered for the 
services he rendered his country when the war broke out in 1914, 
as Governor of the Bank of England for the abnormal period of 
five years, and as one who was largely responsible for the 
economic clauses of the Peace Treaty. 

But, before his life and services are described, it may be 
helpful to say something about his family, for knowledge of the 
stock and environment from which he sprang seems relevant to 
a consideration of his career and character. The Cunliffes, Lan- 
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cashire folk, first appear in the history of London banking about 
1821, under the style of Roger Cunliffe, jun. and Co. In 1827 the 
name of Brooks is first seen joined with that of Cunliffe in London, 
and the Manchester banking firm (absorbed by Lloyd’s Bank in 
1900) of Brooks, Cunliffe and Co. represents the same connection, 
while about 1836 a firm of bill-brokers styled Roger Cunliffe and 
Co. sprang from the same stock, and remains to this day. In 
1862 two of the Cunliffes (the father and uncle of the late 
Governor) joined the Quaker, George William Alexander, as 
bankers and bill-brokers under the name of Alexanders, Cunliffes 
and Co. ‘Thanks to their combined talents—George William 
Alexander had been the leading spirit of his firm since his 
eighteenth year—and to the failure of the rival firm of Overend 
Gurney, the partnership was very successful up to the time of 
its dissolution in 1877. Thereafter the Alexanders went on under 
their own name, and Walter Cunliffe’s father and uncle became 
directors of the National Discount Co. 

Thus Walter Cunliffe came of the authentic stock of the great 
race of English private bankers which, with its Quaker connec- 
tions, had won fortune by integrity, economy and industry, rather 
than by brilliant strokes of international finance such as dis- 
tinguished the great financiers of the ‘eighties and ‘nineties. 
Born in 1855, and educated at Harrow and Cambridge (where he 
won the mile), he had in 1880 acquired a love and experience of 
outdoor life, and means, or expectation of means, to enjoy it. At 
the same time, there was no obvious family business which he 
was bound to follow, that of his father and uncle having gone to 
a limited company. But in 1880 he came to the City, and began 
to acquire with thoroughness knowledge of the details, as well as 
the broad principles, of merchant banking and acceptance as prac- 
tised in London and nowhere else. In 1883 he was able to start 
a small firm of his own, which in 1890 became Cunliffe Brothers, 
of White Lion Court, Cornhill. It grew in size, and did a careful, 
not large, merchant and acceptance business, chiefly with India, 
enjoyed the highest credit, and at the end of 1919 was amal- 
gamated with Messrs. Fruhling and Goschen under the style of 
Goschens and Cunliffe. 

On the death of his father in 1895 Walter Cunliffe, the eldest 
son, inherited the property in Surrey, from which he afterwards 
took his title, and such a share of that millionaire’s estate as 
ensured him what Aristotle called “a necessary equipment of 
external goods,” apart from the profits of his own business. In 
the same year he, who always distrusted politicians, had become 
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involved in what brought him quite near, even in normal times, 
to public life; he became a director of the Bank of England. It 
was certain, from the beginning, that when his turn came he 
would become Governor, and after the usual two years of service 
as Deputy, he duly succeeded another strong character, Mr. 
Alfred Cole, in 1913. 

Even the most conservative English bankers, and those freest 
from the entanglements of “international” finance, had been 
made aware, from the time of the American crisis of 1907 to that 
of the outbreak of the first Balkan War, of the growing com- 
plexity of the influences which could affect even solid England’s 
financial system. But few, even of the most alert, had thought 
out exactly how a first-class international crisis would affect the 
City. Thus when London, in July, 1914, nearly destroyed itself 
by its own financial strength, the course of events must have been 
at least as surprising to the Governor as to anyone else. He had 
to bear a great responsibility in circumstances which no one had 
precisely foreseen ; he was a relatively unknown man at the time, 
and he had neither the sort of experience nor the intellectual 
power which would have helped him to judge what really was 
happening. But he had other qualities which offset these dis- 
advantages. He was thoroughly and deservedly trusted, he was 
brave and determined, he could and did take decisions quickly, 
and by adhering to them, even if they were not ideal, he inspired 
confidence. In recognition of his services he was the first to 
receive a peerage after the outbreak of war, and, in the opinion 
of the City, he deserved this honour. The actual measures taken 
by the Bank of England, and for which, by its constitution, the 
Governor is almost entirely responsible, were nearly all marked 
by practical sense and moderation, and were well designed to 
achieve definite objects in the recovery from the August crisis ; 
and, for the reasons given above, the Governor’s personality con- 
tributed as much as the measures themselves to the success of the 
policy supported by the Treasury. 

In the normal course Lord Cunliffe should have retired from 
the Governorship in 1915, but when that time came it was 
generally realised that his retirement would be a mistake, and he 
therefore remained in office until the spring of 1918. During 
that period he visited the Allied countries, and also, in 1917, 
accompanied Mr. Balfour’s mission to the United States. His 
policy as Governor of the Bank in war time was marked by the 
independence and caution which were to be expected in the 
descendant of a family of private bankers. It was also dis- 
tinguished by the desire to dominate, natural in one who had 
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always been his own master, and by an indifference to criticism 
not surprising in one of his independent position. He was blamed 
—it is hard to say with what justice—for neglecting to take 
violent measures to stop the fall in American exchange in 1915, 
and also for taking the violent measure of raising the Bank-rate 
in 1916. He had a great dislike of speculation of all kinds, and 
made enemies in consequence. His frequent abruptness of 
manner had the same result. But his friends were also numerous, 
and cherished for him a very real affection. 

After he ceased to be Governor in 1918, his zeal in the public 
service was not diminished. He went on an important mission 
to Spain, and presided over the Committee on “Currency and 
Foreign Exchanges After the War.” Students of that Com- 
mittee’s report will see therein the marks of his personality, 
moderation, absence of sweeping change, a search for the most 
practical means of returning to the old conditions. When the 
Armistice came it was inevitable that the Government should 
make use of him again, and he became one of the three British 
delegates on the Commission to Consider Reparations. 

Over Lord Cunliffe’s activities in Paris, as over much of his 
activity during the war, the veil of official secrecy still hangs, 
and the present writer is unable to lift it. But Lord Cunliffe’s 
general view of Germany’s ability to pay very large amounts in 
reparation, and of the desirability of making her do so, is no 
secret. And eventually this view triumphed, at least so far as to 
get itself embodied in the Peace Treaty. Lord Cunliffe returned 
to London, and received many tributes of admiration for his 
public services. The final report of his Currency Committee 
appeared near the end of 1919, and the Government at once 
adopted its most important recommendations. Thus Lord Cun- 
liffe at the beginning of 1920 had much on which to congratulate 
himself. He knew that the value of his services to his country 
was appreciated ; he had made arrangements for the future of his 
own business which were very well received in the City; the 
Government had accepted his policy in regard to currency; the 
Peace Treaty, including the reparation clauses, had been adopted ; 
and the Reparation Commission had not begun to work. Felix 
opportunitate mortis. D. 
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Akbar, S. A. 
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Armitage-Smith, 8. A. 
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THE issues of THE Economic JoURNAL for June, 1918, March, 
1919, and June, 1919, are now out of print. As a few additional 
copies are urgently required for the purpose of completing sets, 
the Secretary of the Royal Economic Society would be much 
obliged if any Fellows who can spare their copies of these issues 
would return them to the Assistant Secretary, Mr. 5. J. Buttress, 
6 Humberstone Road, Cambridge. A payment of 5s. will be 
made for each copy so returned. 





Mr. H. Puituirs, of Merton College, who has been appointed 
Lecturer in Economics at the University of Bristol, took a first 
class in Modern History and a diploma, ‘“‘with distinction,” in 
Economics and Political Science, at Oxford. 





Mr. T. H. Jones, who was appointed last autumn to succeed 
Professor Macgregor in the Chair of Economics at the University 
of Leeds, was an alumnus of the University of Wales. He has 
been Assistant to Professor Gonner at Liverpool, and to the late 
Professor Smart at Glasgow. His books on The Tinplate Industry 
and on The Economics of War are well known. 





A POLISH correspondent writes: “The liberation of Poland 
has brought with it a great intellectual revival, and four new 
Polish universities have been founded—at Warsaw, Posen, Lublin 
and Vilna. In each of these universities several chairs are 
occupied by economists. It may be of great interest to English- 
men to learn that a renewed interest has been aroused in the 
study of classical political economy. The High School of Com- 
merce have published a translation of Ricardo’s Principles, while 
Adam Smith’s Wealth of Nations will appear in Polish shortly. 
These are not, however, the first translations. A Polish edition 
of Ricardo’s Principles was printed in Warsaw in 1826. In 1811 
Knoske published in Vilna a volume of 298 pages containing a 
short account of Smith’s Wealth of Nations. In 1814 a short 
translation of Chapter V. of Book IV. (the Digression concerning 
the Corn Trade and Corn Laws) was published in Warsaw. 
Nevertheless, English classical economy has not exercised hitherto 
any influence on Polish economic thought. The work of Ricardo 
was never popular, and Adam Smith’s theories were only 
advocated at the time of the Congress, 1815-1831, by Mostowski, 
the Minister of the Interior, who advocated a free trade policy and 
was a great admirer of the doctrine of the Wealth of Nations. 
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He did not succeed in his endeavours, and Prince Lubecki’s pro- 
tectionist system triumphed. It is to be hoped that the new 
translations of Smith and Ricardo will contribute to an intensi- 
fication of the study of economics in Poland.” 





THE series of Oxford Tracts on Economic Subjects is designed 
to present the leading principles of political economy in a simple 
form. No doubt it will be difficult to obtain a hearing for the 
voice of reason in the present mood of the many. “So fiery is 
the ardour for action, so critical and threatening the present dis- 
content, so strong the tide of change, so high the hopes,” to use 
the words of the Introduction, which is signed by the Heads of 
several Oxford Colleges. They continue: ‘Those who would 
shrink from studying a standard book, or indeed any book, on 
economic science without a teacher (and very few can have ready 
access to oral teaching) should find the series within their com- 
pass. . . . Of the first few numbers some will deal with the 
chief conceptions of the science. Thereafter the logical order 
of themes, as these are found in the standard books, will not be 
followed rigidly. The more usual approach will be that of the 
ordinary reader who turns fitfully to economics in his practical 
perplexities.” Among those who have promised to write, or to 
help in other ways—presumably by suggestions and criticism— 
are most, if not all, of the teachers of political economy at 
Oxford. There are also included distinguished economists bred 
at other universities, Professor D. H. Macgregor, for instance. 
The list of names lent occupies the greater part of a page, ex- 
tending in alphabetical order from Professor W. G. 5. Adams 
to Mr. Hartley Withers. Mr. John Murray, of Christ Church, 
Oxford, will act as Secretary. The publisher is Humphrey Milford, 
The Oxford University Press, Amen Corner, E.C. 





IT is proposed to make an award this year of the John Henry 
Gartside Scholarship, which is administered by Electors appointed 
jointly by the Manchester Chamber of Commerce and the Univer- 
sity of Manchester. Candidates must send to the Registrar, 
on or before May Ist, evidence of good character and such testi- 
monials and record of their previous work, including evidence 
that they have a knowledge of two modern languages besides 
English, of which German shall as a rule be one. Every scholar 
elected shall enter as a student of the University of Manchester 
for one session, after the date of election, for a course of study 
approved by the electors with a view to qualifying himself for 
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going abroad to study commerce and industries. The remainder 
of the period of study, with such intervals or vacations (if any) 
as the electors may sanction, shall be spent by the scholar in the 
study of subjects bearing on commerce and industries in any 
approved country in Europe or in America, or partly in one of the 
above-mentioned countries and partly in others. Since its foun- 
dation in 1902, ten reports of Gartside scholars have been pub- 
lished, and important contributions have been made through the 
Foundation to the study of industrial and commercial organisation 
in other countries. 





RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


January, 1920. Fifty Years of Canadian Progress. E. H. Goprrey. 
Some Changes in the Distribution of the National Income dur- 
ing the War. J. E. Auten. ‘‘ The wage-earning classes receive 
a larger share of the national income than they did before the 
war.’’ Important contributions to the subject by Prof. Bowley, 
Dr. Stamp, and others in the course of the discussion. Ez- 
pansions useful in the theory of frequency distributions. A. 
GULDBERG. The construction of frequency functions, arbitrary, 
yet related to the normal error-function is extended from one 
to two or more dimensions. 


The Round Table. 


Marcu, 1920. International Financial Co-operation. A survey of 
the economic situation in different countries justifies the 
advice: ‘‘ Kurope must renounce its national hatreds, must 
tax itself, live hard, and rely as far as may be on its own re- 
sources.’” More specific remedies are required for the disorder 
of the exchanges. Import of raw materials must first be made 
in order to make export possible. There is suggested the for- 
mation of a British company to trade with Austria by way 
of branches which would parcel out their own materials among 
Austrian manufacturers. The writer is ‘‘ in general agreement 
with Mr. Keynes’ book ’’ as to the limitation of our claims upon 
Germany. The Growing Responsibility of Labour is evidenced 
by the industrial truce on the outbreak of war, the retirement 
of the Triple Alliance from Direct Action, ‘‘ the calm and orderly 
presentation of facts’? by Mr. Bevin when claiming 16s. a 
day for the dockers, and by other incidents. Contrary appear- 
ances are accounted for by the disappointment of the hopes for 
a better time after the war, the confidence inspired by the 
greatly increased numbers of Trade Unionists, the settlement of 
old scores postponed by the war. 


The Quarterly Review. 


January, 1920. The Effect of a Capital Levy on Trade and Indus- 
try. H. Georrrey Exuis. The valuation of all assessable wealth 
presents insuperable difficulties. Economy and increased pro- 
duction, without any variation of present methods of taxation, 
are recommended. Female Intemperance. A SKILLED 
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LapourER. The evil is greater than appears from statistics. The 
Economic Future of the Scottish Highlands. J. R. Moxreron 
MACDONALD. 


Edinburgh Review. 

JANUARY, 1920. Industrialism in Wales. Rev. J. K. Morcan. The 
Welsh Miners do not respect the freedom of a non-unionist. 
They are paid more than educated ministers, sometimes as much 
as 30s. or 40s. a day. They are bent on destroying capitalism. 
Parliament and Finance. J. A. R. Marriott, M.P. Carefully 
thought out recommendations for the effective control of expen- 
diture by Parliament are strongly urged. Nationalisation. Tuer 
Epitor. The State can subsidise particular industries from the 
produce of the remainder; but not all industries, unless it is 
more efficient than private enterprise. Which there is no reason 
to expect either from experience or from the character of Civil 
Servants. Mr. Cole’s plan of charging the Budget with any 
excess in the expenditure on mines over their yield would reim- 
pose the ‘‘ dead hand of bureaucracy.’’ ‘‘ The only alternative 
to the freedom and elasticity of enterprise financed with private 
money is the monotonous tyranny of the bureaucratic State.’’ 


The Contemporary Review. 

DeEceMBER, 1919. The Plight of the Taxpayer. Riaur Hon. HERBERT 
SamMuEL. The taxation of war profits is advocated as just if 
leaving free, as an allowance for saving, say, £1,000 a year, not 
penalising thrift more than other taxes, as practicable and satis- 
factory to the working classes. It might bring in £1,000,000,000. 
The Problem of the National Debt. Pror. A. C. Piaov. 
Though an internal debt like ours of, say, £7,000,000,000, does 
not involve any direct cost to the country as a whole, yet it 
threatens an indirect cumulative injury to production. A special 
levy would be less injurious to work and saving than the tradi- 
tional plan of interest plus a small sinking fund. There might 
be a subsidiary impost on incomes derived from work, emphasis- 
ing the exceptional unique character of the levy. The apprehen- 
sion of a general slump in values and other difficulties are 
smoothed away. 


The Fortnightly Review. 


Fepruary, 1920. The Problem of the Currency. Pror. A. C. Piagovu. 
Bank credits to the Government were the prime cause of a rise 
in prices. High prices, attended by high wages, made an increase 
of currency. ‘‘On pain of complete financial breakdown, the 
Government was compelled to allow bankers to purchase from 
them currency notes.’’ The melting and export of gold being 
prohibited, currency notes, though legally convertible, have 
become depreciated with respect to gold. The free export of 
gold cannot be safely permitted till industry and the general 
export trade have somewhat recovered. Even if convertibility 
of the notes were restored, prices would still be about 115 per 
cent. above the pre-war level, owing to the depreciation of gold; 
the cause and cure of which do not rest with any one country. 
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The Nineteenth Century. 


Fepruary, 1920. Women in Industry. GrertrupE TuCKWELL. Arti- 
ficial restrictions on the competition of women with men should 
be removed; but mothers should be withdrawn from the labour 
market by allowances such as have been proposed by Mrs. 
Sidney Webb, or Mrs. Eleanor Rathbone, or Mr. Seebohm 
Rowntree. 





Indian Journal of Economics (Bombay). 


NovemMBER, 1919. A special number containing the papers read at 
the first conference of the Indian Economic Association, includ- 
ing studies on village economics and rural life, the progress of 
co-operation, economics in ancient India, and other topics of 
Indian interest. Professor H. Stanley Jevons advocates 
‘‘ economic development ’’ upon a “‘ scale hitherto undreamt of.”’ 
The present sound position of Indian finance is favourable to 
the project. Provincial loans and other sources are recom- 
mended. ‘‘ Once the great ‘ snowball’ of economic progress 
is well started on its path it will grow in weight and volume.”’ 


The Quarterly Journal of Economics (Cambridge, Mass.). 


NoveMBER, 1919. The Present and Future of the International Trade 
of the United States. F. W. Taussia. Among the questions 
discussed are: How will international loans affect trade between 
the lending and borrowing countries? What will be the future 
course of prices? Prof. Taussig does not expect that the gold 
standard will be abandoned. A range of prices below that of the 
war period, but higher than the pre-war range, is predicted. 
Railroad Valuation by the Interstate Commerce Commission. 
Homer B. VanpvERBLUE. British Industry and the American 
Embargo. L. M. Sears. Referring to old unhappy far-off 
things. A Division among Theorists in their Analysis of Profits. 
C. J. Foreman. Price-fixing and the Theory of Profit. KEMPER 
Simpson. Debts, Revenues, and Expenditures and Note Circu- 
lation of the Principal Belligerents. LL. R. GoTtTuies. 


The American Economic Review (Cambridge, Mass.). 


DeceMBER, 1919. An Adventure in State Assurance. A. J. PILus- 
Bury. The success of an experiment in California shows that 
‘ the possibilities of insurance for the relief of human hardship ”’ 
have not been fully utilised. Suppression and Non-working of 
Patents. Firoyp W. VauGcHan. With special reference to the dye 
and chemical industries the compulsory working of patents is 
advocated. American Minimum Wage Laws at Work. Dorotuy 
W. Douatas. The Cost of the War and how it was Met. E.R. A. 
SELIGMAN. The direct. money cost of the war to the belligerents 
is put at $210,000,000,000; the greater part defrayed from loans. 
The Income Tax as applied to Dividends. Cart C. PLEHN. 
Women’s Garment-making Industries in New York. Harry 
Best. The agreements have not brought peace, only temporary 
truces. 
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Political Science Quarterly (New York). 

December, 1919. The Flexibility of Prices. Henry L. Moore. 
From records of the production and the price of cotton for twenty- 
five years there is deduced an empirical relation between the 
change in production (x) and the change in price from year to 
year. Thus if there is no change in z, y rises by 8'2 per cent. 
‘‘ There is a secular trend in prices tending to increase by 8°2 per 
cent. annually.’’ Whether the farmers will benefit themselves 
by restricting the output, is investigated by observing dy/dz, the 
‘* flexibility ’’ of prices. With the aid of an empirical supply 
curve it is decided that ‘‘ the farmers’ greatest profit will be 
obtained when they restrict their output 35 per cent.’’ Ab- 
senteeism in Labour. Paut H. Doveras. An investigation of 
the amount, effects, and causes of the loss of time caused by the 
absence of employees from their work for whole days or less; 
with suggestions of remedial measures. 


Journal of Political Economy (Chicago). 

NovemBER, 1919. Intensive Industrial Training in War-lime. A. B. 
Wotre. Accounting as an Administrative Aid. J. O. McKinsey. 
Will Prices Fall? H. G. Moutton. The organisation of labour 
and industry prevented a substantial decline in the months fol- 
lowing the Armistice. Whether ‘‘ the present vicious spiral 
price increases ’’ can be broken depends largely on the solidarity 
of those organisations. 

DEcEMBER, 1919. The Management of Labour. Sumner H. 
SuicutER. The Marine Workers of the Port of New York. B. M. 
Squires. An Assessment Roll for the Income Taz. Cart C. 
PLEEN. 

January, 1920. Problems of Budgetary Reforms. Henry C. 
ApaMs. War-time Industrial Employment of Women in the 
United States. A. B. Wotre and Hexen Oxtson. The records 
of American experience do not afford grounds for judgment on 
the employment of women in skilled industries and on other 
issues. It is not true that the war has caused a great improve- 
ment in women’s wages. The principle of equal pay for equal 
work is not carried out. The future industrial position of women 
in America depends little on the changes occasioned by the war. 


The Annals of the American Academy (Philadelphia). 


NovemMBER, 1919. The volume is devoted to The Railroad Problem. 
Numerous experts take part in a discussion of ‘‘ current railway 
issues.”’ 

January, 1920. The New American Thrift is the subject of this 
number. Messrs. CARVER, McVey, Fripay, WITHERS, and other 
well-known economists contribute exhortations to saving and 
investment. 


Review of Economic Statdstics (Cambridge, Mass.). 


January, 1920. General Business Conditions during 1919 are inves- 
tigated by appropriate ‘‘series,’’ and represented on a fine 
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‘index chart.’’ World Currency Expansion During the War 
and in 1919. J. S. Davis. The widespread war-time expansion 
of currency (distinguished from ‘“‘ inflation,’ defined as ex- 
pansion ‘‘ out of proportion ’’ to the work of exchange), both 
among belligerents and neutrals, and the decline of banking 
reserve-strength among the former in Europe, are exhibited and 
discussed.’ There is as yet no evidence of any considerable 
contraction of currency. The Basis for Credit Expansion under 
the Federal Reserve System. W. M. Persons. 


Journal des Economistes (Paris). 


NoveMBER, 1919. Le relévement économique de la France aprés la 
Révolution. G. ScHetie. La taxation des benefices de guerre en 
Scandinavie. M. DE Wapnin et F. P. Renavr. 

DeceMBER, 1919. Critique de la stipulation de réciprocité dans la 
clause de la nation la plus favorisée. A. DescHamps. Fournitures 
de guerre en Allemagne. A. RAFFALOVICH. 


Revue d’Economie Politique (Paris). 


Juty-Aucust, 1919. La politique de paix sociale en Angleterre: les 
‘* Whitley Councils.’’ KE. Hattvy. The writer, a well-known 
student of English institutions, discourses instructively on recent 
measures aimed at industrial peace. L’état actuel de la science 
des finances en Italie. G. Prron. The Italians have not con- 
structed a science of finance; they present only original apercus. 
Une solution a la hausse du niveau général des prix. J. Moret. 
Return to the pre-war price-level is counselled. 

SEPTEMBER-OcTOBER. L’Aluminium et la bauxite. M. AvGE- 
LarinsE. ‘‘ Baraques’’ du ravitaillement. H. Boureuin. Le 
Café et le Marché du Havre pendant la guerre. La doctrine 
sociale de Lénine. Cuarutes Rist. Out of his own mouth the 
tyrannical anarchist is condemned. 

NoveMBER-DECEMBER, 1919. La France et le traité de paix avec 
l’Allemagne. The financial, the economic, the labour, and other 
clauses of the Treaty are surveyed by different writers. 


De Economist (La Hague). 


NoveMBER, 1920. Wettelijk aangemoedigde Bevolkingsvermeerder- 
ing. J. A. Levy. A study on the population question, with 
special reference to laws of inheritance. Continued and concluded 
in DECEMBER. 

January, 1920. Het einde der Suikerconventie. Prof. J. p’AULNIS 
DE Bourrovitt. Von Bohm of Sax. Prof. Dr. H. Borpewisk. 
Two leaders of the- Austrian school are compared. De duurte en 
de geldpolititick. E. C. Van Dorp. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


NovemBER, 1919. Die Kriegsanleihen der europdischen Grossmdchte. 
H. Képpe. The survey of European war-debts is continued and 
concluded. 
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Giornale degli Economisti (Rome). 


OcToBER, 1919. Sul probleme delle case. G. ANGRISANI. On the 
housing question. Esili e costo degli scioperi. A. G. Canna. 
L’ imposta sui profitti di guerra. L. Nina. 

DecemBER, 1919. Gli hodierni aspetti dell’ economia dei trasporti. 
CarLo DI Nota. Contributo alla teoria matematica della interpo- 
lazione. L. Amoroso. A new and original method of interpola- 


tion. 

January, 1920. Lo studio scientifico dei fenomeni finanziari. 
G. Boreatta. L’imposta sui profitti di guerra e sui patrimonii. 
T N 7 
id. INA 


La Riforma Sociale (Turin). 


SEPTEMBER-DECEMBER, 1919. Se le leggi economiche patiscano 
eccezione. M. Briuuia. Le importe in Germania durante la 
guerra. A. G. CANINA 


Scientia (Bologna). 


Vou. XXVI., No. XCII.—12. The Problem of Population, Food 
Supply, and Migration. G. Knipps. Referring to his mathemati- 
cal theory of population which forms an Appendix to the Australian 
Census, the Commonwealth statistician dwells on the tendency 
of population to increase inordinately. At the moderate rate of 
1 per cent. per annum the present population of the world, say, 
1,700 million, would increase in fifty years to 5,000 million. 


La Vita Italiana (Rome). 


JANUARY, 1920. Stato economico presente. ViLFREvO Pareto. Mor- 
dant criticisms of prevalent economic fallacies lead up to interest- 
ing observations on monetary problems. 


NEW BOOKS. 
English. 


Cuark (Auice). Working Life of Women in the Seventeenth Cen- 
tury. London: Routledge. 1919. Pp. 335. 

Figut tHe Famine Councin. A report of the International Econo- 
mic Conference called by this Council, November, 1919. London: 
Swarthmore Press. 1920. Pp. 126. 4s. 6d. 


[Professor Brentano took a very gloomy view of “The economic dilemma of 
Germany.’’ More miners are required in the Ruhr district. The miners are 
physically and mentally below their pre-war condition, and accordingly the 
reduction in hours from eight and a half to seven does not result in “greater 
output. The enterprise required to prosecute the industry is crippled by the 
Treaty of Versailles, rendering the outlay of capital precarious. The clause that 
“labour is not to be regarded as a commodity or article of commerce’’ cannot 
alter the fact that the workers’ condition is affected by the number of unem- 
ployed. a number very great in consequence of the peace terms. Among other 
contributors to the report are Dr. F. Wieser, of Austria, Sir George Paish, 
Mr. Maynard Keynes, and many other experts. ] 
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Hosson (S. J.). Guild Principles in War and Peace. London: 
G. Bell. 1918. Pp. viii+176. 2s. 6d. 
[The system described as ‘‘ wagery’’ is denounced, and the Whitley Com- 
mittees are unfavourably criticised.] 


Jounston (T. B., J.P.). Industrial Peace. Capital, Labour, and 
Consumer. A Basis of Co-operation. Bristol: Arrowsmith. 1919. 
Pp. 21. 6d. - 

[Referring to the Report on the Pottery Industry, U.S.A. Department of 
Commerce, Miscellaneous Series, No. 21, the Managing Director of Powntey and 
Co., advocates full publicity as to costs of production, wages, profits, etc. Agree- 
ments adopted by 5 per cent. of the operatives and the employers representing 
them should be obligatory on the whole trade; and membership of trade associa- 
tions and trade unions should be compulsory. A control of prices according to 
cost of production, without the higgling of the market, would then be possible. 
Other blessings would follow : international co-operation, tariffs equalising costs, 
democratical kartels, stoppage of speculation.] 

Kircatpy (ADAM W.). Industry and Finance (Supplementary 
Volume). Being the results of inquiries arranged by the Section of 
Economic Science and Statistics of the British Association during 
the years 1818 and 1819. Edited by A. W. K. London: Pitman. 
1920. Pp. vilit+151. 58. net. 


Link (Henry C.). Employment Psychology. The Application of 
Scientific Method to the Selection, Training, and Grading of Em- 
ployees. London: Macmillan. 1909. Pp. xii+440. 10s. 6d. net. 


Naraln (Bris). Essays on Indian Economic Problems in Lahore. 
Punjazee Press. 1919. Pp. 307. Rs.2.8. 

[The application of the principles of economics to Indian conditions, Indian 
versus Western industrialism, the rise of prices in India, Indian currency 
reform, and other burning questions, are tersely discussed. The author is 
Professor of Economics at the Sanatana Dharama College, Lahore.] 

Post-graduate Teaching in the University of Calcutta. Calcutta : 
University Press. 1919. 

{As explained in the Preface by Sir A. Mookerjee, there are two broad 
divisions—Political Economy and Political yeep go Four compulsory 
examination papers are set on the general principles of both subjects and four 
additional papers in either division. Special study is also required of Indian 
conditions under one of six heads, viz., famines, co-operation, railways, 
industrial organisation, currency problems, land systems. ] 

Raw tey (T. C.). The Silk Industry and Trade. London: King. 
1919. Pp. 188. 10s. 6d. 


Rew (Sir R. H.). Food Supplies in Peace and War. London: 
Longmans. 1919. Pp. vii+183. 6s. 6d. net. 


Str. Ciarr (Oswatp). The Physiology of Credit and of Money. 
London: King. 1919. Pp. 170. 


Wess (M. ve P.). Britain Victorious! A Plea for Sacrifice. 
(Second edition.) London: King. 1920. Pp. 157. 

[There is recommended a drastic reduction of Government expenditure ; also 
of the National Debt, but not by a levy on capital.] 


Wess (Srpney and Beatrice). The History of Trade Unionism. 
(Revised edition, extended to 1920.) London: Longmans. 1920. Pp. 
784. 

[The work published in 1894 and reviewed in that year is here continued by 
the addition of three chapters dealing with more recent events and ideas. To 
be reviewed. ] 
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Wootr (LeonarD). Empire and Commerce in Africa. A Study 
in Economic Imperialism. London: Allen and Unwin. Pp. 374. 


[Written as a report for the Labour Research Department, 34 Eccleston Square, 
Westminster, where the book may be obtained. To be reviewed.] 


American. 


Bocart (Ernest L.). Carnegie Endowment for International 
Peace. Preliminary Economic Studies of the War. Direct and 
Indirect Costs of the Great World War. New York: Oxford Univer- 
sity Press. 1919. Pp. 338. 


[The (gross) total direct cost incurred by the belligerents is estimated at over 
208,000,000,000, from which is deducted, so as not to be counted twice, the 
advances made by several countries to their allies, some $22,000,000. ] 


BLooMFIELD (M.). Management and Men. New York: Century 
Co. 1919. Pp. xv+591. $3.50. 

(Labour conditions in Great Britain during the last years of the war and the 
first weeks of Armistice are discussed. ]} 


BISSENDEN (Pauu F.). The I1.W.W. A Study of American Syn- 
dicalism. New York: Longmans, Green and Co. 1919. Pp. 482. 
$4. 


CaLBERTSON (W.S.). Commercial Policy in War-time and After. 
A Study of the Application of Democratic Ideas to International Com- 
mercial Relations. With an Introduction by H. C. Emery. New 
York: Appleton. 1919. Pp. xxiv+479. $2.50. 


(“A certain amount of independence of action must be surrendered by 
individual nations.’’ “The economic life of the world has burst the confines of 
the individual State.’’ Nations should agree to prevent unfair practices by 
means of Commissions under the League of Nations, who would investigate and 
make public infringement of rules.] 


Dusuin (L. I.). Mortality Statistics of Assured Wage-earners 
and their Families. New York: Metropolitan Life Insurance Co. 
1919. Pp. viii+397. 


GoutpsTEIN (J. M.). America’s Opportunities for Trade and 
Investment in Russia. New York: Russian Information Bureau. 
1919. Pp. 18. 


[Unless America and the Allies are alert, Germany will again dominate 
Russian commerce. } 


Hammonp (M. B.). British Labour Conditions and Legislation 
during the War. (Carnegie Endowment for International Peace. 
Preliminary Economic Studies of the War.) New York: Oxford Uni- 
versity Press. 1919. Pp. 335. 


HENDERSON (RoserT) and Saepparp (H. N.). Graduation of Mor- 
tality and other Tables. (Actuarial Tables, No. 4.) New York: 
Actuarial Society of America. 1919. Pp. v+82. 


(The fourth of a set which the Actuarial Society is publishing to meet the 
requirements both of students and trained actuaries. ] 


Hutcuinson (E. J.). Women’s Wages. A Study of Industrial 
Women and Measures suggested to increase them. (Columbia Uni- 
versity Studies, Vol. Ixxxix.) New York: Longmans. 1919. Pp. 
179. $1.50. 
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Ho.uanverR (JAcop H.). American Citizenship and Economic 
Welfare. Baltimore: Johns Hopkins Press. Pp. 182. $1.25. 

(Three lectures delivered at the University of North Carolina in the spring 
of 1919, on the Weil Foundation. ] 


Jounson (E. R.). Ocean Rates and Terminal Charges. Washing- 
ton: U.S. Shipping Board. 1919. Pp. 84. 

[The authority of an expert attaches to Prof. Johnson’s recommendation that 
the control of rates should be continued until the shortage of shipping tonnage 
has been surmounted. ] 

LevinE (Louis, Ph.D.). The Taxation of Mines in Montana. 
New York: Huebsch. 1919. Pp. 141. 


[To be reviewed. ] 


RAW.uuey (Ratan C.). Economics of the Silk Industry. A Study 
in Industrial Organisation. London: King. 1919. Pp. 343. 


Luoyp (J. W., Ph.D.). Co-operative and other Organised 
Methods of Marketing Californian Horticultural Products. (Univer- 
sity of Illinois Studies.) Urbana: University of Illinois. 1919. Pp. 
142. $1.25. 

(‘The author is professor of “ Olericulture’’ at the University of Illinois.] 

Neiuson (F.). The Old Freedom. New York: Huebsch. 1919. 
Pp. 176. $1. 


[The doctrines of G. Sorel, Karl Marx, and certain Fabians are criticised. } 


Nortucott (CLARENCE H.). Australian Social Development. 
(Columbia University Studies.) New York: Longmans, Green and 
Co. 1918. Pp. 802. $2.50. 

VEBLEN (T.). The Vested Interest and the State of the Indus- 
trial Arts. New York: Huebsch. 1919. Pp. 183. 


Wane (C. C.). Legislative Regulation of Railway Finance in 
England. (University of Illinois Studies.) Vol. VII. Urbana: Uni- 
versity of Illinois. 1918. Pp. 196. $1.50. 

[The author has been an honorary fellow of Illinois University, and is now 
Director of a Chinese railway. ] 

War-time Changes in the Cost of Living. (Research Report No. 
17.) Boston: National Industrial Conference Board 1919. Pp. 31. 


French. 


Duvat (H.). Graphiques comparés des rentes francaises de 1798 
i 1918. Paris: Alean. 1919. 2.50 francs. 

Merienac (A.). La guerre économique allemande. Paris: Sirey. 
1919. Pp. 92. 

[This is a publication of the “ Comité pour la défense du droit international,”’ 
which has already issued several brochures, one of them dealing with the deporta- 
tions from the North of France. The pillage committed by the Germans, their 
destruction of manufactures, robbery of the machinery, imposition of forced 
labour, are attested with the aid of official documents left by the Germans in 
Belgium. ] 


Mountrr, A. Les faits et la doctrine économique en Espagne 
sous Philippe V., Gerénimo de Uztariz, 1670-1732. Bordeaux: 
Cadoret. 1919. Pp. 3802. 
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Prosus. La constitution sociale de la France. Paris: Granet. 
1919. 1 franc. 

TsonpERoS (EK. J.). Le relévement économique de la Gréce. 
Préface de M. Charles Gide. Paris: Berger-Levrault. 1919. Pp. 254. 


German. 


Béum-BaweErk (EuGEN von). Kapital und Kapitalzins. Erste 
Abtheilung. Geschichte und Kritik des Kapitalzinstheorien. Dritte 
Auflage. Innsbruck: Wagner. 1914. Pp. 747. 

(‘This third edition of the first division—the historical and critical part of the 
Austrian leader’s masterpiece—is described as “revised and enlarged.’’ The 
additions are not so considerable as those made to the second edition (reviewed in 
THe Economic Journat, 1901). The historian contents himself with brief 
references to the most recent literature. ] 

Linpauy (Erm). Die Gerechtigkeit der Besteuerung. Lund: 
Gleerupska. 1919. Pp. 224. 

['‘Lo be reviewed. ] 

Denkschrift itiber den Grosschiffahrtsweg Ithein-Main-Donau. 
Veroffentlicht vom Main-Donau Stromverband. Munich: Karl 
Gerber. 1920. 

Hartmann (Gustav). Die Stellung der Arbeiterschaft im neuen 
Deutschland. Munich: B. Hiller. 1919. 


Heyn (Dr. Orro). Zur Valutafrage. Pp. 70. Munich and Leip- 
zig: Dunekler und Humblot. 1920. 2.80 marks. 

Muckte (Frtepricn). Das Kulturideal des Sozialismus. Pp. 289. 
Munich and Leipzig: Dunckler und Humblot. 1919. 15 marks. 

ONCKEN (HERMANN). Lassalle. Eine politische Biographie. Stutt- 
gart: Deutsche Verlagsanstalt. 

Porrnor (Hetnz). Riatesystem und Berufsparlament. Munich: 
B. Hiller. 1919. 


Scumipt (Prof. Dr. M.). Der Zahlungsverkehr. Vol. I1.: Inter- 
nationaler Zahlungsverkehr und Wechselkurse. Leipzig: G. A. 
Gloeckner. 1920. 

ScHULZE-GAEVERNITZ (Professor von). Der Frieden und die 
Zukunft der Weltwirtschaft. Offener Brief an die gerecht denkender 
Minderheiten in den allierten und neutralen Linder. Zurich: Orell 
Fiissli. 1919. Pp. 82. 

[Having secured the attention of the “right minded” by admitting some of 
the wrongs perpetrated by his countrymen in Belgium and in France, and by 
proving his own innocence, the able writer dwells on the blockade, which has 
cost Germany many hundred thousand young lives, and protests against the 
conditions, both economic and political, of the Treaty. “The peace which senile 
(iiberlebtes) capitalism and imperialism forced on the young German Socialist 
State (Soztalstaate) by the whip of hunger cannot last.’’] 


Italian. 
Bacui (Riccarpo). L’Italia economica nel 1918. Citta di Cas- 
tello: Lapi. 1919. Pp. 352. The tenth annual. 


Carut (F.). L’equilibrio delle nazioni secondo la demografia 
applicata. Bologna: Zanichelli. 1919. 


No. 117.—voL. xxx. L 
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CuimienTo (I*.). L’attribuzione del prodotto industriale ai suoi 
fattori. Torino: Bocca. 1920. 

Cuessa (I'.). Costo economico e costo finanziario della guerra. 
Rome: Atheneum. 1920. 


EINAUDI (L.). Osseviazioni critiche intorno alla teoria dell’ 
ammortamento dell’ imposta e teorie delle variazioni nei redditi e 
nei valori, capitale susseguente all’ imposta. (Reale Academia delle 
Scienze di Torino.) Turin: Bocca. 1919. Pp. 83. 


Ernaup1 (L.). II problema della finanza post-bellica. (Biblio- 
teca di Scienze Economiche). Milan: Fratelli Treves. 1919. 


Prato (G.). Riflessi Storici della economia di guerra. Bari: 
Laterza. 1919. Pp. 226. 
Prato (G.). Problemi del lavoro nell’ ora presente. Milan. 1920. 








